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BILL  CHRISTIANSEN.  < 

.January  197  7 


The  Honorable  Thomas  L.  Judge 

Governor 

State  Capitol 

Helena,  Montana   59601 

Dear  Governor  Judge: 

House  Bill  453  (Session  Laws,  1975)  directed  you  to  prepare  and  submit  to 
the  197  7  legislative  session  a  comprehensive  energy  conversion  policy  and  plan, 
including  but  not  limited  to  alternative  long-term  growth  goals,  a  statewide 
siting  inventory,  and  a  proposed  siting  policy  for  the  coordinated  siting  of 
energy  conversion  facilities  to  meet  Montana's  energy  needs. 

Subsequently,  in  charging  me,  as  Chairman  of  the  Montana  Energy  Advisory 
Council  (MEAC) ,  with  the  responsibility  of  developing  an  energy  policy,  you  clar- 
ified the  mandate  of  House  Bill  453  by  directing  "the  energy  policy  and  plan  to 
be  formulated  in  such  a  fashion  that  it  will  serve  as  a  basis  for  the  continuing 
development  and  implementation  of  substantive  energy  and  growth  policies  for 
the  State  of  Montana  .  .  .." 

Pursuant  to  that  directive  as  stated  in  your  letter  of  August  4,  1975,  I 
am  submitting  for  your  consideration  A  Need  for  Balance:  Montana  Energy  and 
Growth  Policies.   Your  subtle  phrase  "massive  assignment"  could  not  have  been 
more  appropriate,  particularly  without  a  funding  provision  in  House  Bill  453. 

Much  of  the  energy  policy,  including  organization  and  format,  is  based  on 
MEAC  Staff  Paper  76-5.   A  Montana  Energy  Position  Paper,  published  by  MEAC  in 
June  1976,  provided  an  initial  starting  point  and  much  valuable  experience. 
In  addition,  valuable  input  by  consultants  to  MEAC,  MEAC  member  agencies,  pri- 
vate industry,  special  interest  associations  and  Montana  citizens  has  been 
considered  in  the  development  of  the  proposed  energy  policy. 

I  had  hoped  that  the  proposed  policies  addressed  in  this  document  could 
have  undergone  more  timely  and  extensive  public  review.   Unfortunately,  the 
lack  of  funding  and  time  constraints  precluded  such  action.   I  sincerely  hope 
that  public  participation  in  a  thorough  legislative  review  of  the  proposed 
policies  will  provide  further  insight  into  the  desires  of  the  Montana  citizenry. 

Sincerely, 


Bill  Christiansen 
Chairman 
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August    4,    1975 

The  Honorable  Bill  Christiansen 

Lieutenant  Governor 

State  Capitol 

Helena,  Montana   59601 

Dear  Bill: 

As  you  are  aware,  the  last  session  of  the  Legislature  passed,  and  I  signed 
into  law,  House  Bill  453,  which  provides  for  a  suspension  of  action  on  certain  appli- 
cations under  the  Major  Facility  Siting  Act,  and  mandates  me  to  formulate  an  energy 
conversion  policy  and  plan.   That  energy  policy  and  plan  must  be  both  long-term  and 
comprehensive,  and  must  consider  alternative  long-term  growth  goals,  a  statewide 
siting  inventory,  and  a  proposed  siting  policy  for  the  coordinated  siting  of  energy 
conversion  facilities  to  meet  Montana's  energy  needs. 

I  would  like  you,  as  Chairman  of  the  Montana  Energy  Advisory  Council  (MEAC) , 
to  direct  the  efforts  of  MEAC  and  MEAC  agencies  in  fulfilling  the  mandate.   I  am 
expanding  the  mandate,  however.   I  want  the  activities  of  MEAC  under  H.B.  453  to  be 
your  major  project  during  this  biennium,  and  I  want  the  energy  policy  and  plan  to  be 
formulated  in  such  a  fashion  that  it  will  serve  as  a  basis  for  the  continuing 
development  and  implementation  of  substantive  energy  and  growth  policies  for  the 
State  of  Montana,  including  energy  conservation  and  renewable  energy  sources. 

You  must  deal  with  the  matter  of  long-term  growth  goals.   This  includes 
articulating  courses  which  could  be  taken,  considering  the  implications  of  these 
possible  courses,  and  acting  to  ensure  meaningful  citizen  involvement  throughout. 
I  expect  you  to  work  closely  with  the  Montana  Futures  Process  which  is  being  headed 
by  my  Office  of  Budget  and  Program  Planning.   I  am  assigning  you  the  chief  responsibility 
in  my  administration  for  the  consideration  of  long-term  growth  objectives. 

Because  there  are  many  state  agencies,  as  well  as  federal,  with  an  interest 
and  responsibility  in  the  area  of  energy  and  growth,  coordination  of  possibly  divergent 
efforts  assumes  importance.   I  am  delegating  to  you  the  responsibility  and  authority 
to  direct  the  executive  MEAC  agencies  of  Montana  government  in  the  carrying  out  of 
this  task.   This  includes  resolution  of  intC'r-aqcncy  differences  on  who  should  do  what, 
how  it  should  bo  done,  and  so  forth.   Wo  cannot  afford  the  costs  in  time  and  energy 
which  accompany  such  lessor  difficult  u>s   in  the  face  of  th(>  massive  [pressures  at 
hand. 


The  Honorafile  Bill  Christiansen 
August  4,.>^75 
Page  Two 

To  be  more  specific,  I  would  like  this  effort  to  include  the  following: 

(1)  A  comprehensive  assessment  of  the  energy  data  situation  for  Montana: 
This  should  include  a  detailed  inventory  of  all  energy  data  available  from  state 
and  federal  sources,  an  up-to-date  summary  of  the  most  important  data  (to  enable 

us  to  deal  with  the  situation  facing  the  next  legislative  session)  and  very  specific 
recommendations  for  a  continuing  energy  data  storage,  retrieval  and  analysis 
program.   The  recommendations  should  reflect  a  critical  assessment  of  the  adequacy 
and  reliability  of  our  present  energy  data  base.   For  the  various  forms  of  energy 
in  Montana,  we  should  have  information  on  production,  consumption,  processing,  prices, 
reserves,  and  so  forth. 

(2)  A  broad  assessment  of  the  energy-related  data  situation  for  Montana: 
Energy-related  data  refers  to  information  which  is  not  strictly  energy  in  nature, 
but  which  is  related,  such  as  land  capability  and  use;  water  quality,  quantity, 
and  use;  air  quality;  plant,  wildlife  and  aquatic  biota  information;  and  human 
resource  concerns,  such  as  economic  analyses,  population  characteristics,  and 
desires  of  our  citizens,  and  energy  impact  on  government,  political  and  community 
structures  and  services. 

(3)  As  a  follow-on  to  (1)  and  (2)  above,  once  we  know  the  status  of  our 
physical  and  natural  systems  we  can  then  begin  the  statewide  siting  inventory. 
The  Legislature  has  not  appropriated  funds  to  perform  this  very  expensive  and 
complex  task,  so  it  will  be  necessary  for  MEAC  and  MEAC  agencies  to  get  the  very 
most  out  of  your  limited  resources,  and  to  intensively  search  through  federal  sources 
for  any  and  all  forms  of  assistance  which  can  be  brought  to  bear  on  this  assignment. 
As  an  adjunct,  I  want  you  to  be  prepared  with  recommendations  on  any  needed  changes 
in  our  natural  and  human  resource  data  and  analytic  efforts  which  would  require 
legislative  action  —  either  substantive  changes  or  recommended  budget  priorities. 

You  may  consider  this  assignment  to  include  my  expectation  that  the  work 
of  the  Glasgow  Gasification  Task  Force  will  provide  significant  and  meaningful 
input  into  your  efforts. 

In  carrying  out  this  massive  assignment,  you  will  have  the  full  support 
of  my  office.   I  expect  you  to  report  to  me  in  writing,  on  a  bi-monthly  basis, 
on  your  progress. 


Thomas  L.  Judgi 
Governor 
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INTRODUCTION 


Since  the  1973  oil  embargo,  the  United  States  has  heard  recurring  calls 
for  a  national  energy  policy.   Nearly  everyone  agrees  an  energy  policy  is  needed, 
but  no  one  has  a  clear  definition  of  what  an  energy  policy  is.   The  call  for  such 
a  policy  as  the  solution  to  all  energy  problems  sometimes  seems  to  be  a  way  to 
avoid  the  issues.   No  energy  policy,  no  matter  how  inspired,  can  avoid  the  hard 
questions  confronting  the  public,  the  energy  companies  and  the  government. 

It  should  be  pointed  out  that  Montana  already  has  established,  through 
its  constitution  and  legislative  policy  statements,  what  amounts  to  an  energy 
policy,  although  a  fragmented  and  incomplete  one.   For  example: 

Article  II,  Section  3,  of  the  constitution  sets  the  stage  by  declaring 
that  "all  persons  .  .  .  have  certain  inalienable  rights.   They  include  the  right 
to  a  clean  and  healthful  environment  and  the  right  to  pursue  life's  basic  neces- 
sities ....   In  enjoying  these  rights,  all  persons  recognize  corresponding 
responsibilities."   (Emphasis  added.) 

Article  IX,  Section  1,  expands  this  statement  by  providing  that  "the 
state  and  each  person  shall  maintain  and  improve  a  clean  and  healthful  environ- 
ment in  Montana  for  present  and  future  generations."  The  article  gives  the  legis- 
lature the  responsibility  for  administration  and  enforcement  of  this  duty  and 
directs  it  to  "provide  adequate  remedies  for  the  protection  of  the  environmental 
life  support  system  from  degradation  and  ...  to  prevent  unreasonable  depletion 
and  degradation  of  natural  resources."   More  specifically.  Section  2  declares 
that  "all  lands  disturbed  by  the  taking  of  natural  resources  shall  be  reclaimed." 

The  intent  of  these  articles  is  clear.   Law-making  authority  to  these 
ends  is  given  to  the  legislature.   The  legislature  and  "each  person",  individual 
and  corporation  alike,  is  given  the  responsibility  for  implementation. 

The  legislature  has  implemented  these  articles  of  the  constitution  in  a 
number  of  ways  and  in  doing  so  more  clearly  defined  the  current  policy.   The 
Montana  Strip  and  Underground  Mine  Reclamation  Act,  the  Coal  Conservation  Act, 
the  Major  Facility  Siting  Act,  the  Renewable  Resources  Development  Act,  the 
Resource  Indemnity  Trust  Act,  the  Clean  Air  Act  of  Montana,  the  Water  Moratorium 
Act  of  1974,  the  Water  Use  Act,  the  Water  Pollution  Control  Act  and  the  Montana 
Environmental  Policy  Act,  are  but  .i  few  of  those  that  implicitly  constitute 
Montana's  present  policy.   Although  the  present  policy  may  lack  overall  coherence, 
it  clearly  reflects  the  wishes  of  the  people  of  Montana. 


House  Bill  453  (Session  Laws,  1975)  is  a  legislative  attempt  to  close  the 
gaps  and  bring  a  unified  energy  policy  to  Montana.   In  responding  to  the  mandate 
of  House  Bill  453,  the  intent  has  been  to  provide  the  framework  for  a  coherent, 
comprehensive  and  continuing  energy  policy  to  direct  future  energy-related  efforts. 

In  formulating  an  energy  policy,  the  State  of  Montana  faces  two  principal 
challenges.   First,  a  supply  of  energy  adequate  to  provide  a  quality  life  must  be 
assured  for  present  and  future  generations  in  /ontana.   Second,  in  meeting  Montana's 
responsibility  to  provide  energy  resources  to  the  nation,  the  state  must  institute 
and  maintain  controls  over  energy  development  sufficient  to  assure  the  preservation 
of  Montana's  unique  environment.   The  need  for  balance  must  dominate  the  development 
of  effective  policy  to  deal  with  both  concerns.   Today  the  dependence  is  upon 
fossil  hydrocarbons,  but  ultimately  renewable  energy  must  predominate.   Present 
needs  must  be  balanced  with  the  interests  of  the  future. 

Inherent  to  this  balance  is  the  need  for  a  concerted  program  to  collect 
baseline  scientific  data  on  air  and  water  quality  in  the  State  of  Montana.   These 
are  the  two  environmental  parameters  by  which  it  is  possible  to  measure  the  ability 
of  the  state  and  its  people  to  preserve  and  maintain  a  clean  and  healthful  environ- 
ment.  Every  form  of  development,  whether  it  be  the  direct  development  associated 
with  a  coal  conversion  plant  or  the  indirect  development  associated  with  people 
driving  cars  to  and  from  work  at  a  new  facility  or  mining  operation,  has  an  impact 
on  air  and/or  water  quality.   Furthermore,  as  the  Air  Quality  Bureau  gathers  more 
data  concerning  mining  activity  in  the  state,  it  is  becoming  increasingly  apparent 
that  there  are  severe  ambient  particulate  problems  associated  with  mining  develop- 
ment.  Within  this  context,  the  developm.ent  of  an  energy  policy  must  begin  with  a 
basic  understanding  of  where  the  clean  air  and  water  areas  are  in  the  state  and 
whether  or  not  it  is  desirable  or  even  permissible  to  permit  the  degradation  of 
air  and  water  quality  in  those  areas. 

This  energy  policy  recommends  applying  a  creative  planning  approach  to 
the  future.   State  government  must  begin  to  take  a  more  active  role  in  developing 
long-range,  energy-related  strategies.   Such  a  role  would  promote  greater  efficiency 
in  making  decisions  on  new  energy  development,  and  would  also  enable  the  state 
to  pursue  innovative  paths  to  the  future.   Imaginative  active  planning  by  the  people 
and  government  of  Montana  presents  the  best  assurance  that  the  proper  balance  can 
be  attained. 

Montana's  initial  energy  planning  efforts  developed  as  a  reaction  to  the 
potential  threat  of  unbridled  coal  development.   Montana's  efforts  to  deal  effectivel; 
with  energy-associated  development  have  reflected  public  concern,  and  have  placed 
this   state  in  a  position  of  regional  leadership.   Recently,  state  government  has 
initiated  policies  critical  to  the  future  of  Montana.   The  renewable  energy 
research,  development  and  demonstration  program,  the  renewable  resource  development 
program,  and  the  public  vote  to  establish  a  permanent  trust  fund  with  money  from 
the  coal  severance  tax  reflect  the  desire  of  Montanans  to  retain  something  per- 
manent from  their  resource  heritage. 


The  development  of  Montana  energy  resources  to  meet  the  demands  both 
within  Montana  and  the  nation  leads  to  environmental,  social  and  economic  impacts 
of  long-term  significance.   The  provision  of  energy  is  necessary,  and  government 
should  not  hinder  it  unnecessarily,  but  the  high  standards  of  environmental  con- 
trol which  have  been  established  must  be  enforced  to  minimize  the  adverse  effects 
of  energy  development.   The  legitimate  demands  of  the  nation  and  equally  legitimate 
constitutional  rights  of  present  and  future  generations  in  Montana  must  be  balanced. 

Adequate  energy  supply  in  Montana  can  be  best  assured  through  a  policy  of 
aggressively  promoting  energy  conservation  and  the  development  of  renewable  energy 
sources.   Montana's  remaining  reserves  of  fossil  fuels,  particularly  coal,  can 
serve  as  an  important  bridge  into  the  future.   A  rational  pricing  policy  reflecting 
the  true  value  and  costs  of  fossil  fuels  would  help  provide  time  to  cross  that 
bridge  by  encouraging  conservation  and  development  of  alternative  energy  sources 
and  by  increasing  the  available  supply  of  fossil  fuels.   A  balance  between  the 
consumption  of  fossil  fuels  and  the  potential  use  of  renewable  energy  sources  must 
be  actively  promoted. 

It  is  recognized  that  the  development  of  any  effective  energy  policy  must 
be  based  both  on  thorough  review  of  the  best  technical  information  and  data  avail- 
able, and  on  sincere  consideration  of  the  needs  and  expectations  of  the  public. 
These  two  concerns  must  continue  to  form  the  core  of  further  development  and 
implementation  of  a  Montana  energy  policy. 

Recent  history  shows  that  various  elements  of  the  energy  situation  will 
change,  as  will  the  needs  of  the  public.   If  state  government  is  to  keep  its  energy 
policy  relevant  to  the  fluctuating  energy  picture,  it  must  retain  flexibility  to 
deal  with  the  situation,  and  must  develop  a  mechanism  to  keep  itself  reliably 
informed  of  occurrences  likely  to  affect  the  state.   Without  an  understanding  of 
the  changing  energy  situation  and  the  capacity  to  deal  flexibly  with  it,  no  long- 
range  energy  policy  is  workable. 

Central  to  this  proposed  energy  policy  is  the  need  to  establish  a  Montana 
energy  office  to  provide  flexibility  in  dealing  with  future  energy  matters  and  to 
promote  greater  efficiency  in  state  government's  energy-related  operations. 


Recommendation 

A  Governor's  Energy  and  Resource  Policy  Office  should  be  established.  (19) 

The  need  exists  for  comprehensive  state  leadership  in  determining  the 
direction  of  Montana's  energy  future.   The  Energy  and  Resource  Policy  Office  could 
provide  the  chief  executive  of  Montana  with  expert  staff  assistance  on  matters  of 
energy  and  resources,  and  assist  as  assigned  in  the  coordination  of  matters  crossing 
agency  lines  or  transcending  agency  capabilities  and  perspectives.   In  addition 


y^ 


to  staff  resources,  the  structure  and  funding  of  the  office  should  maximize 
efficiency  by  relying  heavily  on  the  technical  expertise  and  research  capabilities 
that  already  exist  within  state  government  and  the  state  university  system.   Spec- 
ific functions  should  include  coordination  of  Montana  energy  and  resource  research; 
oversight  of  a  comprehensive  energy  data  system  with  Independent  analytical  capability; 
coordination  of  Interagency  energy  and  resource  matters;  coordination  of  a  state 
energy  conservation  program;  operation  of  the  state  fuel  allocation  program;  develop- 
ment of  an  emergency  energy  plan  and  forecasts  of  Montana  energy  supply  and  demand. 
An  additional  function  of  the  Energy  and  Resource  Policy  Office  should  be  to  develop 
goals,  objectives  and  criteria  to  determine  the  rate,  location  and  under  what  con- 
ditions coal  development  should  continue  in  Montana. 

Because  of  the  large  mineral  ownerships  possessed  by  the  federal  government, 
the  State  of  Montana  has  been  placed  in  a  reactionary  role  In  the  field  of  coal 
development.   The  state  Is  consistently  reacting  to  the  proposals  or  decisions  made 
by  the  federal  government,  and  to  a  lesser . degree,  operators  and  fee  mineral  owners. 
In  order  that  the  citizens  might  play  a  more  affirmative  role  in  the  future  in  regard 
to  potential  coal  development,  it  is  necessary  that  the  state  develop  criteria  to 
determine  the  rate,  location  and  under  what  conditions  coal  development  will  continue 
in  the  state.   If,  under  those  criteria,  it  is  more  desirable  to  have  a  new  mine 
located  in  one  area  than  another,  procedure  could  be  instituted  to  encourage  mining 
in  that  area  as  opposed  to  a  less  advantageous  site.   By  determining  where  and  under 
what  conditions  mining  would  be  encouraged,  Montana's  citizens  could  play  a  large 
role  In  maximizing  the  benefits  and  minimizing  the  impacts  of  coal  development. 
Once  the  goals  and  objectives  are  established,  Montana  must  determine  whether  its 
present  system  of  laws  and  policies  are  accomplishing  them.   The  present  policy 
embodied  in  the  laws  may  not  adequately  deal  with  managing  the  amount  and  the 
timing  of  energy  extraction.   In  a  defacto  manner,  taxes,  legislative  requirements, 
and  environmental  assessments  affect  the  amount  and  the  timing  of  energy-related 
activity.   Unnecessary  delays  have  no  place  in  a  purposeful  management  system. 

The  Energy  and  Resource  Policy  Office  could  favorably  Influence  the  strong 
national  position  that  must  be  taken  on  energy  development,  proposed  and  on-going 
north  of  our  border.   More  than  two  years  ago.  Governor  Judge  directed  state  govern- 
ment agency  representatives  to  actively  represent  Montana's  interests  in  the  invest- 
igations regarding  the  Saskatchewan  Power  Corporation's  development  on  the  East 
PopJar  River  four  miles  north  of  the  border  near  Scoboy.   Montana  has  vigorously 
supported  a  bilateral  reference  to  the  International  Joint  Commission  that  would 
include  evaluation  of  all  potential  transboundary  effects  of  the  project.   To  date, 
the  IJC  accepted  a  reference  that  only  considered  the  apportionment  of  water 
between  the  two  nations.   It  was  also  recommended  by  Montana  that  the  Saskatchewan 
Power  Corporation  use  the  most  effective  pollution  control  equipment  in  the  plant 
they  are  now  building.   Through  the  cooperation  of  the  Montana  congressional  dele- 
gation, funds  have  been  appropriated  to  address  transboundary  effects.   Continuing 
funding  will  be  needed  to  anticipate  and  mitigate  adverse  effects.   Pressure  brought 
by  Montana's  members  of  the  negotiating  team  has  resulted  in  an  expansion  of  public 
participation  in  the  evaluation  process.   Further  expansion  of  the  public's  involve- 
ment is  required.    ERPO  should  also  continue  to  coordinate  the  participation  of 
appropriate  state  agencies  expressing  Montana's  concern.   In  northwestern  Montana, 


justifiable  concern  has  been  expressed  concerning  the  proposed  Cabin  Creek  project 
in  British  Columbia  on  a  drainage  running  directly  into  the  North  Fork  of  the 
Flathead.   Montana  has  also  requested  IJC's  formal  participation  in  this  instance. 
Federal  funding  support  is  needed  to  anticipate  and  mitigate  problems  that  may 
occur  when  the  project  gets  underway.   Formal  organizations  in  both  the  Poplar 
River  and  Cabin  Creek  situations  are  to  be  commended  for  their  most  effective 
efforts  in  supporting  strong  and  defendable  positions  in  regard  to  those  develop- 
ments.  Local  citizens  and  state  agencies  should  be  given  broad  representation  on 
both  the  technical  and  policy  task  forces  that  wotild  be  functioning  in  the  eval- 
uations.  Potash  development  investigations  now  underway  in  northeastern  Montana 
indicate  potential  large-scale  production  of  that  mineral.   Montana's  interests 
must  also  be  addressed  in  this  instance.   rRPO  could  consolidate  this  effort. 


AjZi 


The  proposed  energy  policy  discussed  above  is  reflected  in  specific  recom- 
mendations for  Montana  which  follow.   These  have  been  organized  for  presentation 
into  seven  categories  reflecting  the  major  aspects  of  the  Montana  energy  situation 
and  the  proposed  energy  policy  for  the  state.   The  components  are  as  follows: 

(1)  Energy  Conservation. 

(2)  Public  Participation. 

(3)  Energy  Data  and  Analysis. 

(4)  Siting  of  Energy  Facilities. 

(5)  Energy  Transportation. 

(6)  Energy  Extraction. 

(7)  Energy  Conversion. 

There  has  been  substantial  analysis  of  energy  issues  with  much  yet  to  be 
done.   The  recommendations  that  follow  are  based  on  the  work  that  has  been  done, 
and  on  a  consideration  of  the  highest  priority  issues  for  further  study. 

Montana  must  deal  decisively  with  its  energy  problems  in  a  managerlally 
sound,  technically  competent  and  socially  desirable  manner.   It  is  believed  that 
the  creation  of  the  Energy  and  Resource  Policy  Office,  thorough  consideration  of 
the  following  recommendations,  and  adoption  of  the  proposed  energy  policy  (page  30) 
will  do  much  toward  these  ends. 


^ 


ENERGY  CONSERVATION  (26) 


The  conservation  of  energy  is  an  essen.'-ial  element  in  any  energy  strategy 
for  Montana.   Simply  stated,  it  is  the  efficient  use  of  energy,  making  a  given 
amount  do  more.   Conservation  depends  fundamentally  on  the  elimination  of  energy 
waste,  and  need  not  cause  hardship  or  deficiency. 

Savings  can  be  accomplished  by  substituting  other  resources,  such  as 
capital,  skilled  labor,  time  or  careful  workmanship,  for  energy.   Further  savings 
result  from  the  consumption  of  fewer  goods  and  services,  and  from  switching  to  pro- 
ducts requiring  lower  energy  consumption.   Nonrenewable  energy  resources  can  be 
conserved  through  the  use  of  largely  untapped  renewable  resources. 

Energy  conservation  and  renewable  energy  development  are  not  counter  to 
Montana's  economic  development  goals.   Energy  conservation  will  create  jobs. 

The  Montana  Energy  Advisory  Council,  with  federal  financial  assistance, 
has  contracted  with  the  Montana  Energy  and  MHD  Research  and  Development  Institute 
(MERDI)  for  technical  assistance  in  developing  a  state  energy  conservation  plan 
(26).   The  material  presented  here  is  based  on  interim  results  of  the  MERDI  team, 
and  will  be  covered  in  detail  in  the  final  report  due  early  in  1977. 


Recommendation 

The  legislature  should  endorse  Montana's  energy  conservation  plan  and  give 
careful  consideration  to  the  legislative  recoimnendations  contained  therein. 

In  developing  this  plan,  consideration  was  given  to  techniques  for  saving 
energy  in  the  residential,  commercial,  industrial,  agricultural  and  transportation 
sectors.   The  first  step  was  to  analyze  the  waste  associated  with  various  energy 
uses  in  homes,  businesses,  cars  and  factories.   The  next  step  was  to  review  current 
and  future  energy  needs  in  several  categories: 

(1)  Low  grade  heat  (under  the  boiling  point  of  water)  for 
space  and  water  heating. 

(2)  Medium  grade  heat  (less  than  250  C)  for  process  steam 
and  industry. 

(3)  High  grade  heat  for  industrial  applications  and  electrical 
generation. 

(4)  Electricity  for  motors  and  lights. 

(5)  Liquid  fuel  for  transportation. 


These  categories  exemplify  the  need  to  match  energy  quality  to  appropriate 
end-use  requirements.   For  example,  space  heating  can  be  accomplished  by  using  low 
grade  heat  from  solar  collectors  or  rejected  heat  from  industrial  processes.   The 
low  temperature  requirements  of  space  heating  would  not  make  the  best  use  of  high 
BTU  liquid  fuel,  which  is  more  efficiently  used  for  transportation  purposes. 


Recommendation 

The  legislature  should  require  the  Construction  Regulation  Bureau  to  imple- 
ment as  soon  as  practicable  an  energy-conserving  building  code. 

Montana  is  one  of  sixteen  states  with  the  authority  to  require  local  govern- 
ment compliance  with  a  statewide  energy  building  code.   In  1975,  Montana  enacted 
legislation  authorizing  the  adoption  of  such  a  code,  but  it  did  not  specify  a  date 
by  which  such  regulations  had  to  be  adopted,  and  did  not  appropriate  any  funds  for 
evaluation  of  various  conservation  codes  to  identify  the  approach  most  appropriate 
for  Montana.   The  Construction  Regulation  Bureau  of  the  Department  of  Administration 
is  presently  staffed  by  three  full-time  employees  who  also  are  responsible  for 
regulating  recreational  vehicles,  modular  homes  and  elevators  throughout  the  state. 
At  current  funding  levels,  it  is  impossible  for  the  bureau  to  adequately  meet  the 
responsibilities  of  promulgating  and  implementing  a  new  energy  conservation  building 
code. 


Recommendation 

The  legislature  should  implement  an  energy  conservation  program  for  state 
buildings,  including  evaluation  of  both  initial  purchase  and  life  time  operating 
costs  of  the  buildings  and  their  energy-consuming  systems  (life  cycle  costing) 
(8,  18). 

Montana's  state  government  owns  and  operates  a  large  number  and  variety  of 
building  types  that  offer  significant  opportunities  for  energy  conservation  through 
more  efficient  management  practices  and  retrofitting  for  improved  thermal  perfor- 
mance. 

State  government  retains  operational  responsibilities  for  the  full  life  of 
its  buildings  and  can  therefore  take  into  account  the  future  energy  expenses  to  be 
incurred.   Existing  buildings  and  new  state  construction  projects  should  reflect 
the  policy  of  conserving  energy  and  promoting  the  substitution  of  renewable 
resources  for  nonrenewable. 

In  the  area  of  upgrading  the  energy  efficiency  of  existing  state  buildings, 
it  has  been  found  that  energy  savings  of  10  to  20  percent  are  possible  with  no 
additional  costs  other  than  informing  maintenance  personnel  and  occupants  about 
the  efficient  management  of  thermostat  settings,  illumination  levels,  hot  water 
temperature  control,  proper  equipment  maintenance  and  variable  ventilation  require- 
ments.  More  significant  savings  could  be  attained  for  a  small  expenditure  by 
introducing  minor  measures  such  as  flow  reduction  water  faucets,  double  door 
entrances  and  added  insulation  and  weatherstripping. 


Recommendation 

The  legislature  should  explore  the  feasibility  of  amending  R.C.M.  84-7405, 
which  authorizes  natural  gas  and  electric  utility  companies  to  carry  out  programs 
for  the  provision  of  low  interest  (7  percent)  loans  to  residential  customers  for 
conservation  measures. 

In  1975,  Montana  enacted  legislation  (I'C.M.  84-7405)  which  permits  utili- 
ties to  install  or  pay  for  the  installation  of  energy  conservation  materials  in 
dwellings  at  the  low  interest  rate  of  seven  percent  per  year.   The  state  offered 
to  subsidize  this  low  interest  loan  for  energy  conservation  by  crediting  the  dif- 
ference between  the  seven  percent  interest  and  the  prevailing  average  interest 
rate  for  home  improvement  loans  (approximately  12  percent)  against  the  utilities' 
state  tax  liability  for  the  electric  power  producer's  license  tax  or  the  corpora- 
tion license  tax.   The  Public  Service  Commission  was  authorized  to  make  rules  to 
implement  this  program. 

Unfortunately,  the  major  utilities  in  Montana  have  not  chosen  to  take 
advantage  of  the  state's  loan  subsidy  offer  to  reduce  the  excess  consumption  of 
natural  gas  and  electricity.   Only  the  Great  Falls  Gas  Company  has  voluntarily 
initiated  this  low  interest  conservation  loan  program. 

Consideration  should  be  given  to  either  requiring  utilities  to  participate, 
or  alternately,  to  providing  the  interest  subsidy  to  the  consumer  through  the  com- 
mercial credit  system,  including  banks,  savings  and  loan  corporations  and  credit 
unions.   Under  such  a  program,  the  state  could  provide  additional  conservation 
incentives  while  leaving  the  utilities  out  of  the  loan  business. 


Recommendation 

Montana's  legislature  should  consider  funding  an  expanded  home  weatheriza- 
tion  program  within  the  Department  of  Community  Affairs.   This  program  has  the 
potential  for  matching  three  to  one  with  federal  funds. 

Energy  waste  and  rising  utility  bills  place  significant  economic  hard- 
ships on  low- income  and  fixed-income  residents.   As  these  energy  costs  erode  the 
disposable  income  of  low-income  families  and  individuals,  their  ability  to  afford 
necessary  energy  conservation  improvements  continually  worsens.   Significant 
reductions  of  energy  waste  can  be  achieved  with  minimal  investments  in  conserva- 
tion measures  such  as  additions  of  insulation,  weatherstripping  of  windows  and 
doors,  and  replacement  of  broken  windows.   For  the  past  two  years,  the  nine  local 
Community  Action  Programs  in  Montana  have  conducted  weatherization  programs  which 
employ  construction  labor  teams  to  modify  homes  of  low-income  people  for  improved 
energy  conservation.   This  program  has  effectively  lessened  the  financial  strain 
of  escalating  utility  bills  upon  these  families  and  saved  a  significant  amount  of 
scarce  energy  resources. 


Recommendat  ion 

The  legislature  should  consider  allowing  an  Income  tax  credit  for  taxpayers 
who  purchase  or  construct  and  install  renewable  energy  conversion  and  storage  sys- 
tems on  their  principal  residence,  farm,  commercial  and  industrial  building,  or  for 
taxpayers  who  acquire  title  to  property  equipped  with  such  renewable  energy  systems 
for  which  the  credit  has  not  been  claimed.   The  credit  could  be  provided  on  a 
declining-scale  basis. 

Such  a  program,  adopted  for  a  limited  number  of  years,  could  reduce  con- 
sumer risk  and  uncertainty  during  the  early  phases  of  the  shift  to  renewable 
energy.   Later,  the  higher  fossil  energy  prices  and  demonstrated  performance  of 
renewable  energy  systems  would  remove  the  need  for  a  subsidy. 


PUBLIC  PARTICIPATION 


As  world  energy  prices  continue  their  rise,  and  as  conventional  sources 
are  depleted,  governmental  decision-makers  will  be  forced  to  select  from  among 
a  variety  of  sometimes  painful  and  potentially  unpopular  options.   Government 
officials  in  such  a  situation  need  the  advice  and  support  of  an  informed  public. 

An  energy  policy  designed  to  promote  the  wisest  use  of  remaining  nonre- 
newable fuels  through  voluntary  conservation  and  individual  initiative  in  tapping 
renewable  resources  is  doomed  unless  the  public  is  fully  informed  and  actively 
involved  in  its  development. 

The  people  can  be  frustrated  in  their  search  for  the  best  course  of  action 
by  the  lack  of  a  complete  and  objective  description  of  the  situation,  the  attain- 
able options,  and  their  consequences.   Such  information  should  be  provided  by 
state  government. 

Several  attempts  have  been  made  to  encourage  public  participation  in 
Montana's  governmental  affairs.   One  vehicle  promoting  such  participation  is  the 
Montana  Environmental  Policy  Act  (MEPA) .   MEPA  gives  the  public  the  opportunity 
to  comment  on  government  actions  that  could  potentially  cause  a  significant  Impact 
on  the  human  environment.   However,  the  extent  to  which  MEPA  involves  the  public 
in  energy  decisions  has  been  limited  in  that  the  public  has  only  been  given  the 
opportunity  to  comment  on  specific  proposed  actions,  rather  than  on  the  creation 
of  an  overall  policy  that  would  guide  future  projects. 

To  promote  broader  public  involvement.  Governor  Judge,  in  March  1976, 
created  the  Citizen's  Advisory  Committee  on  Energy  (CAGE)  (30).   The  task  of  CAGE 
is  to  increase  citizen  participation  in  the  process  of  developing  the  state's 
energy  policies.   Subcommittees  have  been  formed  to  deal  with  conservation,  alter- 
native energy  and  technology,  legal  issues  and  natural  gas  reserves.   This  same 
approach  could  be  expanded  to  address  future  energy  issues.   Unfortunately,  CAGE 
has  been  hindered  by  the  lack  of  funding. 

Solutions  satisfactory  to  the  greatest  number  must  be  developed  through 

the  cooperation  of  an  informed  public  and  responsive  government.   The  failure  of 

either  government  or  the  public  to  do  its  part  will  result  in  less  than  the  best 
energy  policy. 


The  executive  branch  of  state  government  should  inform  the  public  on  the 
facts  surrounding  energy  Issues,  with  particular  emphasis  on  energy  conservation, 
and  should  develop  and  apply  effective  means  for  including  an  informed  public  In 
the  energy  policy  process.  The  Montana  legislature  should  support  this  partici- 
pation by  Montana  citizens. 


State  and  other  energy  documents  should  be  made  publically  available 
through  the  state  network  of  libraries,  and  techniques  should  be  developed  to 
inform  the  public  of  their  availability.   The  communications  media,  and  especially 
television,  should  be  used  to  inform  and  educate  the  public  regarding  the  energy 
situation.   The  use  of  televised  public  service  announcements  to  present  a  well 
developed  media  campaign  should  be  considered,  especially  for  conservation  infor- 
mation. 

Hearings,  workshops  or  other  appropriate  meetings  with  the  general  public 
or  with  special  interest  groups  should  be  held  on  a  systematic  basis,  as  deemed 
necessary  on  the  basis  of  experience. 

Traditional  methods  of  soliciting  public  opinion  and  public  participation 
have  had  limited  success.   The  state  should  seek  innovative  methods  of  public 
information  and  involvement,  and  should  creatively  work  with  the  public  in  facing 
these  challenging  issues. 

An  advisory  organization,  similar  to  the  Citizen's  Advisory  Committee  on 
Energy,  and  representing  the  major  views  of  the  Montana  citizenry  on  energy  issues, 
could  be  formed  and  funded  on  a  continuing  basis.   Special  review  should  be  made 
of  state  government's  success  in  fostering  public  participation  in  the  energy 
policy  process. 


ENERGY  DATA  AND  ANALYSIS  (lA) 


State  government  cannot  act  wisely  on  energy  matters  in  the  state  unless 
it  has  access  to  valid  information  concerning  the  energy  situation. 

At  present,  there  is  no  central  collection  point  for  energy  information 
in  Montana.   However,  a  vast  amount  of  information  concerning  energy  reserves, 
supply  and  demand  is  available  from  state  and  federal  agencies  and  private  enter- 
prise.  Unless  it  is  systematically  assembled  and  coherently  related,  however, 
much  of  the  existing  information  is  of  limited  use  for  making  decisions. 

Although  the  comprehensive  assembly  and  evaluation  of  existing  data  is 
essential  to  the  formation  and  implementation  of  a  state  energy  policy,  this 
would  be  only  a  first  step  toward  dealing  with  the  energy  problems  of  the  future. 
Equally  important  is  the  need  for  state  government  to  stay  abreast  of  the  con- 
tinually fluctuating  state  and  national  energy  picture.   With  an  adequate  infor- 
mation base,  state  government  energy  analysts  could  and  should  begin  to  formulate 
policies  and  programs  to  deal  constructively  with  anticipated  future  energy  issues, 
and  thereby  take  a  more  active  role  in  planning  the  energy  future  of  Montana. 

State  government,  private  enterprise,  and  the  public  cannot  act  in  their 
respective  roles  to  best  satisfy  the  energy  needs  of  Montana,  unless  they  are 
aware  of  developments  pertaining  to  the  energy  situation. 


.ecommendation 


The  Energy  and  Resource  Policy  Office  should  be  capable  of  analyzing  var- 
ious energy  questions  to  derive  information  vital  to  government  decision-makers 
and  the  public  in  selecting  energy  options. 

With  access  to  existing  computer  systems  and  a  comprehensive  energy  data 
base  V7hich  has  been  initiated  (14),  the  policy  office  could  perform  a  wide  variety 
of  analyses  of  Montana's  current  and  future  energy  situation,  and  closely  monitor 
the  effectiveness  of  energy  conservation  programs.   ERPO  should  be  directed  to 
annually  prepare  long-range  projections  of  the  supply  and  demand  for  energy  in 
Montana.   Further,  to  insure  consistency  among  various  state  government  forecasts, 
these  projections,  after  review  of  forecast  methodology  by  other  state  agencies 
and  the  public,  should  form  the  basis  for  planning  in  energy-related  matters  by 
all  state  agencies,  unless  otherwise  demonstrated  to  be  inadequate  or  inappropriate. 


Recommendation 

The  Montana  legislature  should  consider  additional  funding  for  the  Public 
Service  Commission  to  insure  the  timely  and  equitable  regulation  of  Montana's 
energy  utilities.   Funding  should  be  adequate  to  allow  the  PSC  to  initiate  in- 
depth  studies  of  alternate  rate  structures,  including  a  detailed  cost  of  service 
study,  for  Montana  natural  gas  and  electric  utilities. 

Thorough  regulatory  review  of  utility  rate  requests  is  essential.   How- 
ever, unnecessarily  long  delays  and  policy  uncertainties  in  the  regulation  of 
Montana's  energy  utilities  are  not  in  the  best  interests  of  the  state,  the  utility 
or  the  consumer.   Increased  staff  funding  for  the  PSC  should  enable  the  review 
time  for  utility  rate  applications  to  be  shortened  without  sacrificing  the  depth 
of  study  necessary  to  insure  equitable  decisions.   In  addition,  there  has  been 
much  comment  that  existing  utility  rate  structures  promote  energy  usage  in  a  time 
of  shortage,  and  do  not  provide  the  most  equitable  sharing  of  the  true  costs  of 
service.   The  Montana  PSC  should  be  adequately  funded  to  explore  the  costs  and 
benefits  of  innovative  rate  structures  for  the  state's  energy  utilities. 

A  suggested  source  of  revenue  to  support  these  efforts  might  be  a  levy 
of  a  small  fraction  of  1  percent  on  the  total  revenues  of  the  utilities  such  as 
now  used  by  the  Consumer  Council.   Although  these  funds  would  be  ultimately  paid 
by  the  consumers,  the  benefit  to  those  consumers  could  far  outweigh  the  costs  if 
properly  used  to  address  these  important  issues. 


SITING  OF  ENERGY  FACILITIES  (23) 


Montana  needs  a  consistent  and  comprehensive  policy  to  guide  the  future 
siting  of  energy  facilities  in  the  state.   A  siting  policy  must  consider  the  rela- 
tive merits  of  various  siting  options  available  and  must  provide  a  system  for 
determining  whether  any  specific  site  is  suitable  for  some  proposed  energy-related 
purpose.   There  also  must  be  a  concisely  developed  outline  describing  the  data 
required  to  make  siting  determinations  and  the  relative  importance  of  these  data 
in  determining  site  suitability. 

Montana's  siting  activities  are  presently  regulated  by  the  Major  Facility 
Siting  Act  which  states  that  no  power  or  energy  conversion  facility  may  be  con- 
structed or  operated  within  the  state  without  a  certificate  of  environmental  com- 
patibility and  public  need.   State  involvement  in  the  siting  of  energy  facilities 
has  been  limited  to  the  evaluation  of  individual  facility  applications  for  specific 
sites.   This  process  has  not  provided  the  state  or  potential  applicants  with  a 
frame  of  reference  for  evaluating  the  relative  suitability  of  a  proposed  site  nor 
has  it  encouraged  comparison  of  proposed  sites  with  potentially  suitable  alterna- 
tive sites.   This  situation  has  required  substantial  investments  in  detailed,  site- 
specific  plant  design  studies  and  environmental  investigations  with  no  guidelines 
to  assure  that  the  site  represents  an  optimum  choice  or  that  it  will  receive  favor- 
able consideration  under  the  siting  act.   It  is  important  that  efficiency  in  govern- 
ment regulation  be  promoted  and  applicant  interests  be  accomodated. 


Recommendation 

The  Major  Facility  Siting  Act  should  be  amended  to  require  the  development 
of  criteria  to  be  utilized  in  a  statewide  siting  inventory  and  to  assume  oversight 
responsibility  for  the  inventory  effort.   The  criteria  ultimately  developed  should 
then  be  formally  included  in  the  rules  and  regulations  of  the  Major  Facility  Siting 
Act. 

This  recommendation  recognizes  the  need  for  comprehensive  long-range  planning 
in  the  siting  of  energy  conversion  facilities.   Its  implementation  will  assist  regu- 
latory agencies  and  applicants  in  making  choices  at  the  beginning  of  the  siting 
process. 

A  siting  inventory  must  be  based  upon  a  series  of  criteria  which  identify 
and  categorize  the  complex  information  needed  to  compare  and  evaluate  geographic 
areas  in  terms  of  their  relative  suitability  for  energy  facility  siting.   Develop- 
ment of  adequate  siting  criteria  will  be  a  major  effort  in  itself  which  will 
determine  the  subsequent  quality  of  the  siting  inventory.   Special  consideration 
should  be  given  to  the  establishment  of  exclusion  and  avoidance  criteria  cate- 
gories which,  respectively,  would  classify  land  uses  and  areas  where  siting  would 
be  absolutely  prohibited  or  permitted  only  in  the  absence  of  reasonable  alterna- 
tives. 


^ 


The  Department  of  Natural  Resources  and  Conservation,  in  cooperation  with 
the  United  States  Forest  Service  and  the  Bureau  of  Land  Management,  prepared  a 
draft  study  proposal  for  a  statewide  major  facility  siting  program  in  November 
1976  (23).  The  1977  legislature  may  act  to  fund  such  a  program.  Since  this  pro- 
posal was  drafted,  the  department  has  assessed  the  need  for  such  a  program  and 
finds  questionable  need  at  this  time.  Proper  timing  of  funding  such  a  program 
seems  to  be  in  the  1979  session  for  the  reasons  discussed  below. 

The  amount  of  energy  development  that  will  occur  within  the  next  few 
years  is  unknown  at  this  time.   Only  a  few  applications  under  the  Major  Facility 
Siting  Act  are  anticipated  and  perhaps  none  of  these  would  be  affected  by  a  state- 
wide siting  program.   Any  effort  at  statewide  siting  will  be  useful  to  Montana 
citizens  only  when  decisions  are  being  made  by  agencies  to  permit  a  facility  falling 
under  the  program.   In  light  of  the  expected  delay,  the  time  could  be  better  used 
to  refine  the  approach  eventually  taken. 

Other  states  are  performing  statewide  siting  programs  of  their  own.   The 
general  approaches  and  objectives  of  these  states  differ  in  many  respects,  allow- 
ing a  comparison  of  successes  and  problems.   A  two-year  delay  in  funding  and 
initiating  a  statewide  siting  process  in  Montana  will  enable  the  legislature  and 
executive  branch  to  evaluate  the  success,  problems  and  costs  of  the  programs  in 
these  other  states. 

Further,  a  delay  will  enable  the  state  and  federal  agencies  to  work  to- 
gether for  a  longer  period  of  time  to  refine  the  proposal  made  in  November.   Any 
changes  in  the  national  policy,  which  could  play  a  vital  role  in  a  statewide 
siting  program,  could  be  incorporated  into  the  proposal.   Since  a  new  adminis- 
tration is  taking  office  at  this  time,  major  changes  in  policy  and  management 
of  energy  resources  on  a  national  level  are  likely  to  occur.   Continued  active 
participation  between  the  state  and  federal  agencies  will  depend  on  a  siting 
approach  which  is  not  structured  in  such  a  way  as  to  eliminate  the  federal  input. 

A  statewide  siting  program  would  deal  with  only  one  aspect  of  energy 
development;  that  is  "where  to  build".   Any  overall  state  effort  in  energy  plan- 
ning should  evaluate  questions  regarding  the  nature  of  energy  development  desired 
and  the  needs  for  the  number  and  types  of  facilities  to  be  constructed.   Once 
the  need  for  a  given  kind  of  facility  of  a  given  size  is  established,  further 
decisions  can  be  made  in  terms  of  siting.   A  statewide  program  by  itself  is 
incapable  of  making  decisions  regarding  need. 


Recommendation 

One  state  agency  should  be  designated  the  resource  data  assembly  and 
storage  unit,  charged  with  the  maintenance  of  resource  data  files  to  meet  the 
planning  and  decision-making  needs  of  other  state  agencies,  county  and  local 
governmental  units,  and  the  widest  possible  range  of  other  uses. 


^ 


A  general  lack  of  interagency  coordination  and  the  preoccupation  of  each 
agency  with  its  own  area  of  responsibility  has  resulted  in  fragmentation  of 
responses  to  land  use  and  resource  management  problems  (16).   These  types  of 
problems,  by  nature,  involve  many  complex,  overlapping  concerns  which  it  has 
been  impossible  to  consolidate  administratively.   The  information  needed  to  solve 
these  problems  may  potentially  be  applied  in  many  different  contexts  by  different 
agencies,  but  current  data  collection  efforts  have  resulted  in  nonstandardization 
of  resource  information.   In  turn,  coordinated  ise  of  the  information  has  been 
hindered.   The  above  recommendation  would  provide  a  means  of  correcting  this 
situation. 

It  should  be  noted  that  the  site  inventory  effort  will  require  reliable, 
standardized  statewide  information  in  many  data  categories.   Depending  upon 
scheduling  and  other  decisions,  the  implementation  of  that  site  inventory  recom- 
mendation and  the  above  data  assembly  and  storage  recommendation  would  be  highly 
complementary. 


Recommendati 


The  legislature  should  review  the  Major  Facility  Siting  Act  to  det 
if  public  participation  is  adequately  provided  for. 

The  public  hearing  process  in  the  Major  Facility  Siting  Act  and  the  Montana 
Environmental  Policy  Act  provide  for  public  participation.  Evaluation  of  the  ade- 
quacy of  that  participation  should  be  made. 


Recommendation 

The  siting  act  should  be  amended  to  encourage  the  filing  of  a  notice  of 
intent  to  file  an  application  for  a  certificate  of  environmental  compatibility  and 
public  need  for  a  major  energy  facility  at  least  twelve  months  prior  to  the  actual 
filing  of  an  application.   A  reduction  of  up  to  5  percent  of  the  filing  fee  could 
be  used  as  incentive  if  the  notice  contains  site-specific  and  other  kinds  of  infor- 
mation that  the  siting  authority  deems  adequate  to  qualify  for  the  reduction. 

A  specific  enforcement  clause  should  be  added  to  the  siting  act  which  would 
impose  the  same  penalties  upon  any  person  who  knowingly  submits  false  or  misleading 
information  in  the  ten-year  plan  as  are  imposed  for  submitting  false  information 
in  an  application. 

These  two  provisions  would  serve  short-term  site  planning  needs  prior  to 
completion  of  the  siting  inventory;  however,  they  should  not  be  viewed  solely  in 
this  context.   The  notice  of  intent  would  provide  greater  opportunity  for  public 
review  and  input  into  site  location  decisions  and  would  allow  the  state  and  the 
applicant  to  confer  on  the  suitability  of  a  given  site  and  identify  problems  as 
well  as  areas  of  agreement  prior  to  the  actual  application  process.   This  would 


^ 


streamline  the  process  and  eliminate  major  delays  following  application.   The 
enforcement  clause  is  designed  to  insure  compliance  with  the  intent  of  the  ten- 
year  utility  long-range  plans  presently  required  by  the  siting  act.   These  plans 
are  the  state's  principal  source  of  information  regarding  future  plans  for  con- 
struction of  energy  facilities  and  their  proposed  general  locations. 


ENERGY  TRANSPORTATION  (17) 


Montana's  existing  energy  transportation  systems  play  a  fundamental  role 
in  distributing  the  flows  of  energy  both  within  the  state  and  to  and  from  other 
regions.   The  locations  of  the  state's  major  crude  oil,  petroleum  products,  and 
natural  gas  pipeline  systems  strongly  influenct.  both  the  exploration  for  oil  and 
gas  and  their  potential  market  areas.   Similarly,  since  all  of  Montana's  coal  for 
export  is  carried  by  train,  the  existing  rail  system  greatly  influences  the 
market  area  for  Montana  coal. 

Significant  changes  or  additions  to  the  existing  energy  transportation 
systems  can  be  expected  to  develop  in  at  least  three  major  areas.   First,  rapidly 
increasing  demands  for  Montana  coal  by  consumers  in  other  states  will  necessitate 
increased  rail  transport  or  new  coal  transportation  systems  such  as  coal  slurry 
pipelines.   Secondly,  due  to  the  curtailment  of  natural  gas  and  crude  oil  imports 
from  Canada,  new  pipeline  systems  are  being  planned  for  the  delivery  of  gas  and 
oil  from  Alaska  (or  other  sources)  through  Montana  to  United  States  consumers. 
Finally,  the  potential  exists  for  large  discoveries  of  natural  gas  in  previously 
unproductive  areas  of  Montana,  which  may  lead  to  the  construction  of  new  major 
gas  pipelines. 


Recommendation 

For  the  present,  state  government  should  encourage  and  support  the  existing 
railroad  system  as  a  means  of  exporting  coal  from  Montana.  The  legislature  may  wish 
to  continue  the  current  designation  of  slurry  pipeline  operation  as  a  nonbenef icial 
use  of  water  (Montana  Water  Use  Act). 

The  least  water-consumptive  method  of  developing  Montana's  coal  is  by 
exporting  the  coal  by  rail  for  conversion  elsewhere.   The  most  water-consumptive 
are  combination  conversion-transmission  processes.   In  between,  in  terms  of  water 
consumption,  are  coal  slurry  pipelines.   In  fact,  it  takes  approximately  one-fifth 
the  amount  of  water  to  ship  a  given  amount  of  coal  by  slurry  as  to  convert  it  in 
Montana. 

If  coal  is  to  be  mined  and  exported,  then  it  should  certainly  be  trans- 
ported by  the  existing  rail  system.   However,  even  with  improvements  such  as 
double  tracking  and  centralized,  automated  controls,  that  system  is  finite  in 
its  capacity  to  haul  coal  without  the  construction  of  new  lines  and  the  associated 
increase  in  impacts. 

Analysis  performed  for  the  energy  policy  study  (17)  indicates  that  with 
reasonable  upgrading  (including  additional  safety  equipment) ,  existing  rail  routes 
in  Montana  can  support  the  expected  level  of  coal  export  from  the  state  for  the 
foreseeable  future,  in  a  safe  and  economical  manner  and  consistent  with  a  policy 
of  providing  greater  employment  opportunity.   Therefore,  at  this  time,  coal  slurry 
pipelines  do  not  appear  to  be  necessary  nor  desirable  in  fulfilling  the  state's 
responsibility  to  satisfy  the  demand  for  Montana  coal. 


Recommendation 

An  evaluation  of  existing  information  on  slurry  pipelines  should  be  con 
ducted  to  determine  the  costs  and  benefits  to  Montana  of  using  this  form  of 
exporting  coal. 

If  coal  mining  expands  to  the  point  that  the  rail  system  reaches  its 
capacity,  then  a  decision  must  be  made  among  four  alternatives: 

(1)  Expand  the  rail  system  by  constructing  new  lines; 

(2)  Convert  the  coal  to  electricity  or  synthetic  fuels 
to  be  exported  by  transmission  lines  or  pipelines; 

(3)  Export  coal  by  slurry  pipelines;  or 

(4)  Attempt  to  restrict  mining  to  that  level  of  rail 
capacity. 


Recommendation 

The  State  of  Montana  should  seek  assurance  that  the  safety  of  its  people 
and  property  is  not  jeopardized  by  the  increased  rail  transport  of  coal  in  Montana. 

Increases  in  coal  unit  train  traffic  through  Montana  are  creating  safety 
hazards  at  highway-rail  crossings.    The  efforts  of  state  government  and  private 
industry  in  installing  safety  equipment  should  be  encouraged  to  proceed  at  an 
accelerated  pace.   Additional  funds  that  may  be  necessary  to  obtain  federal 
financial  support  to  improve  crossing  safety  should  be  appropriated. 


Recommendation 

The  citizens  of  Montana  and  their  government  should  be  actively  involved 
in  the  process  of  the  site  selection  of  major  oil  and  natural  gas  pipelines. 

The  Major  Facility  Siting  Act  provides  for  the  siting  of  pipelines  con- 
veying resultant  products  from  a  coal-based  conversion  facility.   In  other 
instances,  siting  procedures  for  natural  gas  pipelines,  crude  oil  pipelines, 
and  petroleum  product  pipelines  are  overviewed  by  the  Federal  Power  Commission, 
the  Bureau  of  Land  Management,  with  additional  review  by  the  Department  of  Trans- 
portation as  to  safety  aspects. 
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With  the  potential  for  new  major  transmission  pipelines  to  be  built  in 
Montana  in  the  near  future,  citizen  and  governmental  review  is  necessary  to 
insure  that  the  design  and  route  of  these  pipelines  are  selected  to  minimize 
environmental  damage  and  risks  and  to  maximize  the  long-range  benefits  to  Montana 
consumers.   It  is  recognized  that  Montana  refineries  face  an  imminent  crude  oil 
shortage,  and  that  unnecessary  governmental  delay  in  developing  a  long-term 
solution  is  undesirable.   The  Energy  and  Resource  Policy  Office,  along  with 
other  concerned  departments  should  be  charged  with  providing  appropriate  infor- 
mation to  represent  Montana's  interests  in  pipeline  hearings  not  covered  by 
Montana  law. 


Recommendation 


The  legislature  should  formally  endorse  the  timely  construction  of  a 
pipeline  system  to  deliver  natural  gas  directly  from  Alaska  to  consumers  in 
Montana  and  other  states. 

Due  to  the  curtailment  of  natural  gas  imports  from  Canada,  Montana  con- 
sumers face  an  impending  shortage  of  natural  gas.   Although  estimates  of  the 
magnitude  and  timing  of  this  shortage  differ,  the  availability  of  Alaskan  natural 
gas  would  significantly  improve  the  state's  supply.   An  inland  pipeline  system 
presents  the  only  feasible  way  to  deliver  Alaskan  gas  to  Montana.   Recent  federal 
legislation  (P.L.  94-586)  authorizes  the  President  to  select  a  route.   A  legis- 
lative resolution  would  notify  him  of  Montana's  preference. 


ENERGY  EXTRACTION  (29) 


Energy  is  found  in  many  different  forms  in  Montana,  including  oil,  natural 
gas,  coal,  uranium,  hydro,  geothermal,  solar  aid  a  variety  of  others.   Article  IX, 
Sections  1  and  2,  of  the  Montana  constitution  provides  the  basis  for  the  current 
policy  existing  in  Montana  regarding  extraction  of  these  natural  resources.   Laws 
such  as  the  Montana  Strip  and  Underground  Mine  Reclamation  Act  are  good  examples 
of  its  implementation.   However,  most  of  the  policy  on  energy  extraction  is  frag- 
mented. 

Extraction  of  Montana's  vast  coal  reserves  has  been  the  focus  of  major 
discussion  and  will  undoubtedly  continue  to  be  so.   Nevertheless,  it  is  imperative 
that  the  potential  of  other  forms  of  energy  not  be  forgotten  or  underestimated. 

For  example,  the  decrease  in  supplies  of  natural  gas  to  Montana  has  under- 
lined the  need  for  more  exploration  in  the  state.   A  recent  report  has  estimated 
that  2  to  7  trillion  cubic  feet  of  undiscovered  natural  gas  remain  in  Montana  (20) . 
Recent  price  increases  should  serve  to  insure  expanded  exploration  and  development 
of  the  state's  gas  reserves. 

Montana  needs  a  consistent  energy  extraction  policy  with  an  eye  toward 
both  short-  and  long-term  benefits  and  uses.   In  developing  this  policy,  careful 
attention  must  be  paid  not  only  to  supply  and  demand  questions,  but  also  to  land 
use  and  social  goals  and  end-use  conservation. 


Recommendatio: 


The  Department  of  State  Lands  should  accelerate  the  development  of  state 
coal  leasing  procedures  and  further  define  selective  denial  criteria. 

Prior  to  tne  initiation  of  future  state  coal  leasing,  the  department 
should  determine  which  areas  are  suitable  for  leasing,  and  make  an  economic 
evaluation  of  those  reserves.   In  addition,  the  department  must  determine  if 
strip  mining  would  adversely  affect  the  future  of  deep  mineable  coal  recovery.   If 
such  mining  would  have  an  adverse  effect,  the  Board  of  Land  Commissioners  is  pro- 
hibited from  issuing  strip  mining  leases  for  that  area. 

Leasing  activities  should  be  coordinated  with  the  Department  of  the  Interior 
on  nomination  of  areas  for  potential  federal  leasing,  so  that  initial  and  renewed 
state  and  federal  leasing  of  desired  areas  will  commence  simultaneously,  thereby 
increasing  royalties  and  decreasing  environmental  degradation  by  forming  a  more 
complete  mining  unit  and  reducing  the  acreage  to  be  disturbed  during  the  life  of 
the  mine. 


Since  the  application  of  the  selective  denial  criteria  of  the  Montana 
Strip  and  Underground  Mine  Reclamation  Act  requires  detailed  analytical  evalua- 
tion on  the  part  of  the  Department  of  State  Lands,  adequate  staffing  is  necessary 
to  fully  implement  that  criteria.   Present  staffing  levels  inhibit  application 
of  the  selective  denial  criteria  because  substantial  staff  time  is  required  for 
mine  inspections  and  the  preparation  and  review  of  environmental  impact  statements. 

Such  additional  staffing  would  relieve  the  current  time  pressures  caused 
by  the  mine  inspections,  and  impact  statements  thus  allowing  greater  amounts  of 
staff  time  to  be  spent  on  evaluation  of  proposed  site  location  of  a  mine. 


Recommendation 

Progress  should  be  made  towards  prompt  adoption  of  the  proposed  rules  and 
regulations  governing  the  leasing  of  state  lands  for  coal  purposes. 

The  federal  government  recently  has  taken  the  initiative  to  resume  leasing 
of  federal  coal  reserves  in  western  states;  one  of  the  steps  in  this  process  is 
to  establish  tracts  which  may  be  leased.   The  federal  government  has  a  planning 
system  designed  to  identify  suitable  and  unsuitable  tracts,  and  the  State  of  Montana 
is  currently  developing  one.   However,  because  of  the  location  and  extent  of  federal 
reserves,  a  federal  decision  to  commence  leasing  in  an  area  requires  the  state  to 
decide  whether  or  not  to  lease  in  that  area;  the  timing  of  the  state's  decisions 
is  therefore  determined,  to  a  certain  extent,  by  federal  decisions. 

Montana's  uranium  reserves  are  also  coming  under  increasing  scrutiny.  As 
more  nuclear  plants  come  on  line,  increased  supplies  are  needed.  Site  selection 
or  suitability  criteria  are  also  imperative  here. 


Recommendation 


The  legislature  should  pass  a  resolution  supporting  a  federal  strip  mining 
bill  which  would  include  provisions  for: 

Administration  and  enforcement  of  Montana's  reclamation  acts 
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Pursuant  to  the  current  regulations  of  the  Department  of  the  Interior, 
Montana's  reclamation  laws  were  reviewed  for  determination  of  whether  they  were 
as  stringent  as  the  federal  requirements  adopted  in  those  regulations.   The 
Department  of  the  Interior  limited  its  review  to  the  "reclamation  standards"  por- 
tion of  Montana's  laws  and  of  the  28  sections  in  Montana  law,  only  four  (A)  were 
proposed  to  be  adopted;  the  important  section  dealing  with  selective  denial  was 
excluded  from  the  proposed  federal  adoption. 


.r 


It  has  been  the  Department  of  the  Interior's  position  that  the  federal 
government  does  not  have  the  authority  to  allow  the  State  of  Montana  to  prohibit 
the  mining  of  federal  coal. 

It  is,  therefore,  desirable  that  a  federal  bill  be  adopted  and  signed 
which  allows  for  administration  and  enforcement  of  Montana's  law  in  it's 
entirety  on  federally-owned  property  within  the  state.   Since  the  state  would  be 
administering  and  enforcing  reclamation  laws  oi.  federal  property,  federal  funds 
should  be  available  for  the  time  and  the  expense  involved. 


Recommendation 


The  legislature  should  consider  adopting  provisions  to  protect  the  important 
and  productive  alluvial  valley  floor  areas  of  Montana. 

The  alluvial  valleys  in  eastern  Montana,  for  example,  represent  some  of 
the  most  productive  and  fertile  agricultural  lands  and  substantial  wildlife  habi- 
tat and  any  federal  legislation  should  also  offer  protection  of  them. 

Mapping  of  alluvial  valley  floors  shows  that  2.7  percent  of  the  land  over- 
lying the  strippable  coal  reserves  of  a  2,445.29  square  mile  area  of  the  Powder 
River  Basin  in  Montana  consists  of  alluvial  valley  floors  (25),  that  3.5  percent 
of  the  existing  leased  coal  land  in  Montana  includes  alluvial  valley  floors  (21) 
and  that  a  small  percentage  of  the  strippable  coal  reserves  of  McCone,  Garfield 
and  Dawson  Counties  are  overlain  by  alluvial  valley  floors  (10).   Thus,  sufficient 
quantities  of  coal  exist  outside  of  the  areas  affected  by  the  recommendation  to 
insure  that  coal  production  is  not  limited,  but  perhaps  only  shifted  slightly 
geographically. 


Recommendation 


State  government  should  appraise  the  opportunities  for  direct  use  of  the 
earth's  heat  in  agriculture,  industrial  processes  and  the  heating  and  cooling  of 
buildings.  The  legislature  should  encourage  the  use  of  such  heat  through  public 
information,  zoning  laws,  building  codes  and  financial  incentives. 

Heat  applications  of  temperatures  less  than  250  degrees  C  (typical  of 
geothermal  formations)  account  for  40  percent  of  total  United  States  energy  con- 
sumption (33).   This  heat  is  now  supplied  by  natural  gas,  fuel  oil,  coal  and 
electricity.   The  work  potential  of  these  high  grade  fuels  is  largely  wasted 
when  consumed  for  such  low  temperature  purposes.   This  inefficient  use  may  be 
unavoidable  when  no  other  adequate  heat  source  is  available.   However,  in  west 
and  central  Montana,  there  are  a  number  of  prospectively  valuable  geothermal 
areas  that  may  be  developed  for  direct  low  grade  heat  purposes,  the  most  efficient 
use  of  the  earth's  heat  (33). 


Recommendation 


The  coal  si 


tax  should  be  maintained  at  the  current  rate. 


Analysis  performed  for  the  energy  policy  study  indicates  that  the  Montana 
coal  tax  structure  is  equitable  in  providing  needed  revenues  for  the  state  and  does 
not  block  coal  development  in  Montana.   The  tax  serves  a  two-fold  purpose.   First, 
it  provides  a  trust  for  future  generations  to  c^aw  on  when  the  nonrenewable 
resource  is  depleted.   Secondly,  it  provides  immediate  funds  to  assist  impacted 
areas  to  deal  with  the  social  and  economic  problems  brought  inevitably  by  develop- 
ment in  unpopulated  areas. 


The  coal  severance  tax  at  its  current  level  represents  only  a  small  per- 
centage of  the  delivered  cost  of  coal,  and  a  still  smaller  fraction  of  the  cost 
of  electricity  to  the  end  user.   Clearly,  the  current  proposals  for  coal  mine 
expansions  and  the  active  interest  in  renewed  coal  leasing  in  Montana  indicate 
that  the  demand  for  Montana  coal  remains  substantial.   Montana  has  been  a  leader 
in  establishing  reasonable  controls  for  coal  strip  mining.   It  now  appears  that 
other  western  coal-producing  states,  as  well  as  the  federal  government,  may  soon 
follow  the  same  path. 


CONVERSION 


Energy  conversion  is  the  alteration  of  the  physical  or  chemical  nature 
of  energy  into  another  form  for  ease  in  use  or  movement.   Examples  include  the 
conversion  of  coal  into  electricity,  crude  oil  to  gasoline,  and  radiant  solar 
energy  to  usable  heat. 

Two  issues  are  particularly  relevant  to  the  formation  of  a  conversion 
policy  for  Montana.   The  first  is  the  question  of  whether  coal  should  be  con- 
verted to  electricity  or  synthetic  gas  at  or  near  the  mines  in  Montana  or  near 
the  various  out-of-state  load  centers. 

The  second  issue  deals  more  with  the  needs  of  Montana,  and  concerns  the 
relative  desirability  of  centralized  versus  decentralized  conversion.   In  cen- 
tralized conversion,  the  facilities  are  rather  large  and  provide  energy  to  rela- 
tively wide  areas.   In  decentralized  conversion,  the  facilities  are  smaller  and 
provide  energy  to  smaller  localities,  such  as  individual  towns,  neighborhoods 
or  homes. 

Although  patterns  of  energy  conversion  and  use  in  Montana  are  changing 
in  response  to  changing  prices  and  availability  of  energy,  the  state  has  neither 
established  a  long-term  conversion  policy  nor  exercised  any  leadership  in 
directing  movement  on  this  front. 


Recommendation 


Montana's  policy  of  encouraging  load  center  conversion  of  our  coal  should 
be  maintained  for  the  present. 

Large  coal  conversion  facilities  have  been  demonstrated  to  have  substantial 
short-  and  long-term  social,  economic  and  environmental  effects  on  the  area  of 
development.   Construction  work  forces  in  sparsely  populated  rural  areas  produce 
boom  towns.   Air  pollution  presents  a  threat  to  plant  and  animal  life  in  the  semi- 
arid  plains.   Unless  dry  cooling  is  used,  water  consumption  can  be  substantial. 
By  discouraging  export  conversion  facilities  while  not  unnecessarily  obstructing 
coal  mining  for  export,  it  is  possible  for  Montana  to  shoulder  its  fair  share  of 
the  national  energy  burden  without  unduly  sacrificing  its  social,  environmental 
and  economic  way  of  life. 


Recommendation 

Conversion  within  Montana  should  be  for  Montana  needs. 

In  supporting  this  recommendation,  the  legislature  should  consider  passage 
of  a  resolution  of  support  and  possible  amendment  of  the  Major  Facility  Siting  Act, 


Recommendation 

The  State  of  Montana  should  make  a  firm  commitment  to  the  development  and 
use  of  renewable  energy. 

Studies  demonstrate  substantial  potential  in  Montana  for  the  application 
of  direct  solar,  wind,  wood,  small-scale  hydropower,  and  solid  waste  as  alterna- 
tive sources  of  energy  (13,  26,  32,  34).   Such  technologies  rely  on  renewable 
energy  flows  that  are  always  present  whether  used  or  not,  such  as  sun,  wind  and 
vegetation;  in  other  words,  on  energy  income,  not  on  depletable  energy  capital. 
They  are  diverse,  flexible,  relatively  low-technology,  can  be  matched  to  need  in 
scale  and  geographic  distribution  (taking  advantage  of  the  free  distribution  of 
most  natural  energy  flows)  and  are  matched  in  energy  quality  to  end-use  needs  (24). 

Senate  Bill  86,  the  state's  renewable  energy  research,  development  and 
demonstration  program,  should  continue.   This  program,  which  has  now  funded  over 
30  renewable  energy  projects  in  Montana,  is  an  excellent  avenue  to  demonstrate 
the  effectiveness  of  renewable  energy  in  Montana. 

The  Renewable  Resource  Development  Act  (89-3601  et  seq.),  which  provides 
capital  assistance  to  the  development  of  renewable  resources,  should  continue. 
The  Department  of  Natural  Resources  and  Conservation  and  the  Department  of  Admin- 
istration should  be  instructed  to  place  greater  emphasis  on  renewable  energy  in 
loans  and  grants  to  both  individuals  and  government. 

The  tax  credit  for  renewable  energy  systems  recommended  in  the  conserva- 
tion section  should  be  considered. 

A  solar  and  wind  data  program  should  be  established  to  identify  the  potential 
for  solar  and  wind  applications  throughout  Montana. 

Actions  should  be  taken  to  authorize  and  encourage  local  governments  and 
other  groups  to  establish  decentralized  renewable  energy  systems  to  supplement 
present  energy  supply  systems. 

Montana  should  support  at  every  opportunity  the  establishment  of  safe  bike- 
ways  coordinated  with  its  urban,  rural  and  intercity  transportation  systems;  the 
improvement  of  bicycle  safety  education  and  standards;  and  community  planning  which 
makes  it  both  safe  and  convenient  to  walk  and  bicycle. 


Recommendation 

The  state  should  permit  and  encourage  shifts  from  natural  gas  and  oil  to 
coal  where  environmental  standards  can  be  met. 

Nonrenewable  forms  of  energy  will  play  a  critical  role  in  the  transition 
to  a  renewable-based  energy  economy.  With  rising  prices  and  declining  supplies 
of  oil  and  gas,  the  direct  burning  of  coal  is  a  reasonable  fuel  alternative  in 
many  industrial  applications.  Several  major  Montana  gas  users  are  switching  to 
coal.  Coal  burning  technologies  are  undergoing  a  virtual  revolution,  including 
the  development  of  the  fluidized  bed  system  (4). 

Environmental  standards  (primarily  air  pollution)  are  critical,  and  must 
be  met.   For  industrial  uses,  this  can  be  done.   Smaller  applications  such  as 
home  heating  present  problems.   In  rural  areas,  coal  burning  for  space  heating 
under  certain  conditions  can  be  acceptable.   Because  of  the  concentration  of 
pollution,  the  use  of  coal  for  home  heat  In  urban  areas,  especially  those  which 
presently  have  an  air  pollution  problem,  should  be  avoided. 

The  legislature  should  consider  appropriating  funds  to  support  research 
on  clean  and  more  efficient  methods  of  direct  coal  burning  for  residential  and 
other  small-scale  uses. 


Recommendatlo 


State  government  should  oppose  large-scale  radioactive  waste  disposal 
and  uranium  enrichment  plants  in  Montana. 

There  are  two  functioning  radioactive  waste  disposal  sites  in  Montana, 
accommodating  small  amounts  of  waste  from  research  at  Montana  State  University 
and  a  USDA  agricultural  research  center.   There  is  no  large-scale  disposal  of 
nuclear  waste  in  the  state,  although  the  federal  government  recently  moved  to 
have  the  state  studied  to  determine  its  suitability  for  large-scale  waste 
disposal.   Montana  has  no  nuclear  generation  or  nuclear  fuel  processing,  and 
makes  a  considerable  sacrifice  by  exporting  more  than  90  percent  of  its  coal 
for  the  energy  needs  of  the  nation.   The  state  should  not  be  required  tc  make  the 
further  sacrifice  of  furnishing  nuclear  waste  disposal  space. 

Although  Montana  has  been  mentioned  as  a  possible  site  for  nuclear  genera- 
tion and  fuel  enrichment,  there  are  no  known  plans  to  construct  nuclear  facili- 
ties in  the  state.   Considering  that  the  risks  of  nuclear  generation  and  fuel 
reprocessing  are  the  subject  of  Intense  national  and  International  debate, 
Montana  should  continue  to  monitor  the  progress  of  research  and  experience  with 
nuclear  technology  to  aid  the  state  if  it  must  some  day  make  a  decision  relating 


to  nuclear  energy.  The  electrical  energy  requirements  of  the  uranium  enrichment 
plant,  used  chiefly  to  operate  compressors,  would  exceed  the  output  capabilities 
of  Colstrip  Units  I,  II,  III  and  IV. 

Nuclear  generation  and  fuel  enrichment  plants  should  continue  to  be 
covered  by  the  Major  Facility  Siting  Act. 


Recommendation 

Encouragement  should  be  given  to  actions  improving  the  conversion  efficien- 
cies of  large-scale  energy  facilities. 

Present  large-scale  coal  conversion  facilities  waste  nearly  two-thirds 
of  the  energy  in  the  conversion  process.   Certain  current  and  development  technolo- 
gies hold  promise  for  improving  conversion  efficiencies.   These  include  waste  heat 
utilization  in  electrical  generation,  co-generation  of  electricity  in  industrial 
boilers,  and  fluidized  bed  boilers.   The  legislature  should  consider  amendment  of 
the  Major  Facility  Siting  Act  to  allow  the  state  to  require  waste  heat  utilization. 
Laws  and  rules  regarding  industrial  co-generation  should  be  examined  for  possible 
amendmen  t . 


Recommendation 

Any  direct  involvement  by  the  State  of  Montana  in  a  coal  gasification  plant 
must  at  this  time  be  supported  by  a  federal  guarantee  and  legislation  contemplating 
this  involvement  should  reflect  that  guarantee. 

Recent  reports  concerning  the  "new"  Canadian  attitude  toward  that  country's 
natural  gas  export  policy  have  added  to  the  confusion  of  various  projections  con- 
cerning Montana's  future  natural  gas  supply.   Evaluations  concerning  supply  and 
demand  forecasts  for  natural  gas  in  Montana  annotated  in  this  energy  policy  recom- 
mendation include:   Consumption  of  Natural  Gas  and  Electricity  in  Montana  (3); 
Energy  Consumption  in  Montana:  Projections  to  1990  (7);  Undiscovered  Natural  Gas 
Resources  of  Montana  (20);  Montana  Natural  Gas  Demand  Study  (27);  Montana's 
Natural  Gas  Supply  Crisis  (28);  and  Report  to  the  1977  Legislature  by  the  Citizen's 
Advisory  Committee  on  Energy  (30).   Although  no  consensus  as  to  the  critical  date 
when  Montana  will  be  unable  to  supply  her  own  natural  gas  needs  has  been  reached, 
the  long  lead  time  required  for  synthetic  natural  gas  plants  to  come  on  line  gives 
cause  for  concern.   Precipitous  action  to  meet  an  imagined  natural  gas  shortage 
is  indefensible.   Inaction  in  the  face  of  a  real  natural  gas  shortage  is  irrespon- 
sible. 

ERDA  has  shown  recent  interest  in  the  submission  of  an  unsolicited  proposal 
by  the  State  of  Montana  and  our  gas  distributing  utilities  for  a  synthetic  natural 
gas  plant.   This  proposal  could  provide  total  financial  support  during  engineering 


design  and  process  evaluation,  also  providing  all  funds  necessary  for  environmental, 
social  and  economic  impact  statements  and  assessments  in  compliance  with  Montana's 
Major  Facility  Siting  Act  and  other  applicable  acts.   Other  elements  of  this  ERDA 
assistance  package  could  include: 

(1)  Maximum  capital  cost  assurances. 

(2)  Guaranteed  product  cost  cei!'ings. 

(3)  Assumption  of  responsibility  in  instances  of  default 
caused  by  a  failure  of  the  facility  to  operate  as 
designed. 

Gasification  technology  is  unproved  on  a  commercial  scale  and  would  provide 
energy  at  prices  higher  than  our  limited  existing  sources.   There  are  alternatives 
which  can  be  implemented,  including  energy  conservation,  industrial  shifts  to  coal 
and  expanded  natural  gas  production  which  could,  to  a  degree,  improve  the  Montana 
natural  gas  situation  (4,  20,  24,  26,  27,  28,  30). 

State  financial  backing  of  a  gasification  plant  designed  primarily  to 
export  synthetic  natural  gas  should  be  opposed.   Such  opposition  is  consistent 
with  the  export  only  policy  recommended  on  page  25.   Any  application  by  Montana's 
public  utilities  to  construct  a  plant  for  Montana's  needs  without  state  financial 
backing  should  be  given  appropriate  consideration  under  the  Major  Facility  Siting 
Act. 


^ 


A  PROPOSED  MONTANA  ENERGY  POLICY 


Continued  growth  in  demand  for  nonreneuable  energy  forms  poses  a  serious 
and  immediate  problem.  It  is  essential  that  future  generations  not  be  left  a 
legacy  of  depleted  resources  with  resultant  environmental,  social  and  financial 
impact.  It  is  the  goal  of  Montana  to  promote  the  efficient  use  of  energy  and  to 
develop  permanently  sustainable  energy  and  other  renewable  resources.  The  need 
exists  for  comprehensive  state  leadership  in  determining  the  direction  of  Montana's 
energy  future.   It  is,  therefore,  the  policy  of  Montana: 

That  the  private  sector  be  encouraged  to  develop  a  diverse  array  of 
permanently  sustainable  energy  resources; 

That  through  state  and  local  government  example  and  other  effective 
means,  energy  conservation  and  elimination  of  wasteful  and  uneconomical  uses  of 
energy  and  materials  be  promoted; 

That  the  basic  human  needs  of  every  Montana  citizen,  present  and  future, 
shall  be  given  priority  in  the  allocation  of  energy  resources,  commensurate  with 
perpetuation  of  a  free  and  productive  economy  with  special  attention  to  the  preser- 
vation and  enhancement  of  environmental  quality; 

That  state  government  shall  provide  a  source  of  impartial  information, 
making  ample  use  of  the  resources  of  the  state  university  system,  to  enhance  this 
energy  policy; 

That  Montana  will  not  shirk  its  responsibility  to  provide  coal  to  a 
conservation  conscious  nation,  but  will  insist  upon  orderly  and  considered  develop- 
ment in  the  long-term  best  interests  of  Montana's  people  and  its  resources 
including  discouraging  the  conversion  of  coal  to  other  energy  forms  for  export 
to  other  areas;  and 

That  the  people  of  Montana  and  state  government  act  to  assure  a  quality 
life  for  present  and  future  generations. 


17^  miTCD    CTATES    OF   AMERICA,       ) 

•^  ;n.u.-   of  Montana  > 


FRANK  MURRAY,  Secretary  of  State  of  the  State  of  Montana, 
//  curtify  thit  the  followinu  is  a  true  ano  correct  copy  of 
111  No.  MS;<,  Ch.ipior  No.  517,  Montana  Sossion  Laws  of  197S, 
by  thi  Forty- fourth  Loeisliturc  of  thu  Statt  ol  Montana, 
)  l-y  Thomfls  I..  Judge,  Govi.rnor  of  said  St.iti  ,  on  thd 
until   day   ol    April,    1975,    and  oftoctivt;    imnicJiatclv. 

IM      TESTIMONY      WHF.REOF,      I       hive 

thu   Rroat   Seal   of   s.ud  Statu. 


Donu  at  the  City  of  Helena,  the 
Capital  of  said  State,  this 
first  oay  of  May,    1975. 


CHAPTER  NO.  S17 

MONTANA  SESSION  LAWS  1975 

HOUSE  BILL  NO.  USS 

AN  ACT  PROVIDING  FOR  THE  SUSPENSION  OF  ACTION  OH  CERTAIN  APPLICA- 
TIONS FOR  CERTIFICATES  OF  ENVIRONMENTAL  COMPATialLITY  AND  PUBLIC 
NEED  DURING  WHICH  TIME  A  COMPREHENSIVE  MONTANA  ENERGY  POLICY  AND 
PLAN  SHALL  BE  FORMULATED t  AND  PROVIDING  FOR  AN  IMMEDIATE  EFTECTIVE 
DATE. 

BE  IT  ENACTED  BY  THE  LEGISLATURE  OF  THE  STATE  OF  MONTANA: 

Section  1.  Statemont  of  lesislative  findings  and  policy. 
The  legislature,  noting  tha  apparent  fod«ral  initiative  for  energy 
conversion  facilities  and  further  noting  their  complex  economic, 
social  and  environmental  iapacts  as  well  as  the  lack  of  clearly 
defined  state  energy  conversion  objectives,  policies,  and  plan*, 
finds  that  energy  conversion  facility  siting  must  be  restrained 
until  such  state  objectives,  policies,  and  plans  are  dsfined, 
developed,  and  subjected  to  citizen  participation  and  review.  The 
legislature  further  finds  that  action  on  individual  utility  siting 
applications  without  a  comprehensive  program  could  load  to  eco- 
nomic, social,  and  environmental  disruption  in  their  cumulative 
impact.  The  legislature  pursuant  to  its  wemdate  and  authority 
under  Article  IX  of  tha  Montana  constitution  declares  that  it  is 
the  policy  of  this  state  that  until  a  oomprtihonsive  state  anerty 
conversion  policy  and  plan  is  developed  and  accepted,  the  siting 
of  certain  energy  conversion  faoilitios  shall  be  suspended. 

Section  2.   Definitions.   Unlesa  the  Context  clearly  requires 

(1)  "Board"  means  the  board  of  natural  resources  and  consar- 

(2)  "Application"  means  an  application  for  a  certificate  of 
environmontal  compatibility  and  public  need  under  the  Montana 
Utility  Siting  Act  of  1973  for  only  a  utility  facility: 

(a)  designated  for,  or  capable  of,  generating  at  fifty  (50) 
megawatts  of  electricity  or  mora  or  any  addition  thereto  (except 
pollution  control  facilities  approved  by  the  department  of  health 
and  environmental  sciences  added  to  an  existing  plant)  having  an 
estimated  cost  m  excess  of  two  hundred  fifty  thousand  dollars 
($250,000),  or 

(b)  designed  for,  or  capable  of,  producing  one  hundred  mil- 
lion (100,000,000)  cubic  feet  of  gas  per  day  or  more,  or  any  «<Wi- 
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tion  thereto,  having  *n  astiaated  coat  in  axceaa  of   two  hundred 
fifty  thouaand  dollar*  ($250,000),  or 

(c)  designed  for,  or  capJblo  of,  producing  fifty  thousand 
(50,000)  borrols  of  liquid  hydrocarbon  products  por  day  or  moro  or 
any  addition  thereto  having  an  estimated  ooat  in  excess  of  two 
hundred  fifty  thousand  dollars  (S2  50,000),  or 

(d)  designed  for  or  capabli;  of  enriching  uranium  minerala. 
(3)   "Department"   means   tho  dopnrtmont  of  natural  rssources 

and  conservation. 

(K)  "Cortifioate"  moons  certificate  of  environmental  compat- 
ibility and  public  need. 

Section  3.  Suspension  of  action.  (1)  Once  the  board  has 
granted  .i  certificate  for  a  utility  facility  as  described  in 
section  2  of  this  act  the  department  shall  not  accept  or  act  upon 
any  application  until: 

(a)  tho  governor  of  tho  state  of  Montana  has  prepared  and 
submitted  directly  to  the  next  legislature  a  long-term,  compre- 
hensive state  energy  convorsion  policy  and  plan  including  but  not 
limited  to  alternative  long-term  growth  goals,  a  statewide  siting 
inventory,  and  a  proposed  siting  policy  for  the  coordinated  siting 
of  energy  conversion  facilities  to  mjct  Montana's  energy  needs, 

(b)  the  next  legislature  of  tho  state  of  Montana  has  had  an 
opportunity  to  respond  to  the  policy  and  plan  with  appropriate 

(2)  Provided  that  this  act  docs  not  apply  to  any  application 
accepted  by  the  department  prior  to  passage  and  approval  of  this 
act. 

Section  H.  The  board  may  suspend  action  on  applications  not 
meeting  the  definition  of  application  in  section  2  of  this  act  if 
it  determines,  after  a  public  hearing  conducted  under  the  con- 
tested case  procedures  of  the  Montana  Administrative  Procedure 
Act,  that  tho  cumulative  impact  of  those  applications,  if  granted, 
would  be  contrary  to  the  policies  and  purposes  of  this  act. 

Section  5.  The  board  may  ta)cc  action  on  applications  meeting 
the  definition  of  application  in  section  2  of  this  act  if  it 
determines,  after  a  public  hearing  conducted  under  the  contestsd 
case  procedures  of  the  Montana  Administrative  Procedure  Act,  that 
(1)  the  facility  is  required  to  meet  state  energy  needs,  or  (2) 
upon  a  clear  and  convincing  showing  by  the  applicant  the  burden 
imposed  on  interstate  cossnerce  outweighs  the  adverse  impacts  of 
the  proposed  facility  on  the  public  health,  safety,  general  wel- 
fare and  environment  of  the  state  of  Montana. 

Section  6.  Severability.  If  a  part  of  this  act  is  invalid, 
all  valid  parts  that  are  severable  from  the  invalid  part  remain  in 
effect.  If  a  part  of  this  act  is  invalid  in  one  or  more  of  its 
applications,  the  part  remains  in  effect  in  all  valid  applications 
that  are  severable  from  tho  invalid  applications. 

Section  7.  Effective  date.  This  act  is  effective  on  passage 
and  ipproval  and  is  repealed  two  (2)  years  after  that  date. 
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MONTANA  ENERGY  OVERVIEW 
September  1976 

Montana  has  been  richly  endowed  with  substantial  energy  resources.   Signi- 
ficant volumes  of  natural  gas  and  crude  oil,  as  well  as  massive  deposits  of  sub- 
bituminous  coal  and  lignite,  are  known  to  exist  beneath  much  of  the  state.   Coal 
accounts  for  over  99  percent  of  the  known  fossil  fuel  reserves  in  Montana,  under- 
scoring the  significant  part  that  coal  will  play  in  the  energy  future  of  the  state. 
In  addition,  Montana's  rivers  provide  an  important  source  of  energy  for  the  pro- 
duction of  electricity. 

Montana  historically  has  been  an  intensively  resource  extractive  state. 
The  abundant  energy  reserves  of  the  state  have  been  and  continue  to  be  drawn  upon 
at  significant  levels;  per  capita  production  of  energy  in  Montana  during  1974  was 
about  2.8  times  that  of  the  nation  as  a  whole.   The  substantial  development  of 
fossil  fuel  resources  now  has  made  Montana  a  large  exporter  of  fossil  fuel  energy. 
But,  even  though  Montana  produces  almost  two  and  one-half  times  as  much  energy  as 
the  state  consumes,  large  and  very  important  quantities  of  energy  are  imported  from 
other  states  and  Canada.   Of  course,  not  all  forms  of  energy  are  immediately  inter- 
changeable, due  to  physical,  environmental  and  economic  differences  among  various 
fuels. 

There  are  several  reasons  for  the  simultaneous  export  and  import  of  fuels 
including  resource  ownership  patterns  and  limitations  due  to  existing  transporta- 
tion facilities  (particularly  crude  oil  pipelines) .   Varying  peak  demands  for 
electricity  in  the  region  also  make  Montana  both  an  importer  and  exporter  of 
electrical  energy.   Also,  the  oil  refineries  in  Montana,  concentrated  in  the 
Billings  area,  export  large  volumes  of  refined  petroleum  products  to  neighboring 
states. 

Production  and  exports  of  energy  are  dominated  by  the  recent  coal  develop- 
ment in  the  state.   In  the  past  two  years,  coal  has  replaced  crude  oil  as  the 
major  form  cf  energy  production  in  Montana.   Also  of  great  importance  and  concern 
are  the  large  imports  of  crude  oil  and  natural  gas,  most  of  which  come  from  Canada 
and  at  this  time  are  very  uncertain  sources  for  the  future.   It  should  be  noted 
that  fossil  fuel  exports  in  fact  exceeded  the  state's  production  in  1975,  due  to 
the  export  of  petroleum  products  refined  largely  from  imported  crude  oil. 

Despite  the  immense  coal  reserves  of  Montana  and  the  recent  increases  in 
coal  production  in  this  state,  coal  continues  to  provide  a  very  small  percentage 
of  the  energy  consumed  in  Montana,  accounting  for  about  7  percent  of  total  energy 
consumption  in  1975.   Petroleum  products  provide  the  largest  energy  source  in  Montana, 
as  is  the  case  for  the  nation.   Consumption  of  petroleum  products  is  dominated  by 
the  use  of  motor  gasoline  for  private  and  commercial  transportation.   The  trans- 
portation sector  is  the  largest  consumer  in  Montana,  with  the  remainder  of  energy 
use  almost  equally  split  between  the  industrial  sector  and  the  combined  residential/ 
commercial  sector.   Industry  in  Montana,  over  the  past  decade,  has  been  the  fastest 
growing  energy  consuming  sector,  and  also  is  the  most  variable.   Energy  use  by 


Montana's  industries  is  highly  concentrated  in  a  very  few  consumers,  most  notably 
the  producers  of  copper  and  aluminum. 

Even  though  energy  consumption  in  Montana  is  small  compared  to  the  state's 
production,  it  is  by  no  means  insignificant.   Gross  consumption  of  energy  per  capita 
in  Montana  in  1974  was  about  440  million  British  Thermal  Units  (BTUs)  or  the  energy 
equivalent  of  3,500  gallons  of  gasoline  used  for  every  person  in  the  state.   This 
is  significantly  greater  than  the  national  average  per  capita  gross  consumption 
of  340  million  BTUs,  primarily  due  to  the  greater  concentration  of  industry  per 
capita  in  Montana  compared  to  the  nation.   Per  capita  consumption  of  energy  in 
Montana  grew  at  a  rate  of  about  3  percent  per  year  from  1960  to  1970,  slowing  to 
around  2  percent  per  year  from  1970  to  1973,  and  grew  at  a  still  slower  pace,  about 
1  percent  per  year,  from  197  3  to  the  present.   This  trend  has  been  Influenced  by 
many  variables  including  recently  rising  energy  prices,  conservation  and  the 
nationwide  slowdown  in  economic  activity. 


Petroleu! 


In  the  last  five  years,  Montana  crude  oil  production  has  been  relatively 
stable  at  about  34  million  barrels  per  year.   Montana  proven  reserves  of  crude 
petroleum  as  of  December  31,  1975,  are  variously  estimated  at  from  164  million 
barrels  by  the  American  Petroleum  Institute  (API)  to  255  million  barrels  by  the 
Montana  Department  of  Natural  Resources  and  Conservation  (DNR) .   At  1975  production 
levels,  this  would  leave  the  state  with  from  five  to  seven  years  of  production 
before  presently  known  recoverable  reserves  were  depleted.   Due  to  transportation 
limitations,  only  about  36  percent  of  these  known  reserves,  or  91.2  million  barrels 
(DNR),  are  available  to  the  major  Montana  refineries.   If  all  of  this  fraction  of 
total  reserves  were  immediately  available  and  used  by  Montana  refineries,  it 
would  represent  less  than  two  years  supply  at  current  rates  of  crude  oil  through- 
put. 

Montana  both  imports  and  exports  large  volumes  of  crude  oil.   In  1975 
the  source  of  total  crude  refined  in  Montana  was  17  percent  from  Montana  production, 
40  percent  from  Wyoming  and  43  percent  from  Canada.   The  Canadian  feedstock  is 
an  uncertain  source  for  the  future,  since  the  National  Energy  Board  of  Canada  has 
announced  plans  to  completely  curtail  exports  of  crude  oil  to  United  State's 
refineries,  similar  to  actions  already  initiated  for  natural  gas  exports.   Plans 
are  currently  being  formulated  to  deliver  Alaskan  crude  oil  to  several  northern 
states,  including  Montana,  to  replace  the  Canadian  feedstock.   These  proposals 
include:   the  construction  of  a  Northern  Tier  pipeline  from  the  Puget  Sound  area, 
through  Montana,  to  a  Minnesota  link  with  other  pipelines;  and  the  construction 
of  a  transprovincial  pipeline  across  British  Columbia,  connecting  with  existing 


pipeline  systems  in  Alberta.  However,  it  will  probably  be  several  years  before 
any  crude  oil  could  be  delivered  by  either  route.  In  the  interim,  if  sufficient 
crude  oil  is  not  available,  some  Montana  refineries  may  be  forced  to  close, 
resulting  in  significant  adverse  economic  impacts  to  the  state.  In  addition,  if 
the  state's  refineries  cannot  continue  to  operate,  it  may  be  necessary  to  import 
finished  petroleum  products,  probably  at  a  higher  cost  to  Montana  consumers. 

Production  of  crude  oil  from  northern,  central  and  southcentral  Montana, 
the  areas  that  supply  Montana  refineries,  has  been  relatively  stable  over  the 
past  three  dacades,  accounting  for  only  about  30  percent  of  total  Montana  pro- 
duction in  recent  years.   Major  discoveries  of  crude  reserves  in  the  Williston 
Basin  in  1951  and  the  Powder  River  Basin  in  1966  Imposed  substantial  changes  on 
the  state's  crude  production  picture.   However,  crude  produced  from  these  two 
areas  is  almost  totally  dedicated  to  export,  since  no  pipelines  exist  to  trans- 
port it  to  the  major  refineries  in  the  Billings  area. 

The  three  Billings  area  refineries  have  accounted  for  nearly  90  percent 
of  total  Montana  refinery  output  in  recent  years.   All  these  refineries  are 
heavily  dependent  on  imported  Canadian  crude  oil.   The  Continental  Oil  refinery 
in  Billings,  in  addition  to  receiving  Canadian  crude  oil,  relies  for  almost  one- 
third  of  its  total  inputs  on  imported  Canadian  natural  gas  condensates.   (Natural 
gas  condensates  are  liquid  hydrocarbons  which  are  produced  in  association  with 
natural  gas,  the  liquid  fraction  being  separated  by  various  condensation  techni- 
ques.  They  require  minimal  additional  refining,  and  are  close  to  a  "natural 
gasoline".)   Imports  of  Canadian  feedstocks  to  Montana  began  in  1962  with  the 
completion  of  the  Glacier  pipeline  system.   Reliance  on  Canadian  inputs  has  steadily 
increased,  as  the  refineries  expanded  and  adjusted  to  the  lighter  and  sweeter 
(lower  sulfur  content)  Canadian  crude  oil  and  condensates.   Annual  importation  of 
Canadian  crude  oil  and  condensates  reached  a  peak  of  24,3  million  barrels  in  1973 
and  declined  slightly  to  20.7  million  barrels  in  1975. 

In  addition  to  the  three  Billings  area  refineries,  three  smaller  refineries 
operate  in  north  central  Montana  and  one  small  refinery  is  located  near  Wolf 
Point.   These  four  plants  supply  local  markets,  whereas  the  Billings  refineries 
produce  sufficient  quantities  of  petroleum  products  to  supply  most  of  Montana's 
needs  and  also  to  export  50  percent  or  more  of  their  production  to  Washington, 
Idaho,  North  Dakota  and  Wyoming. 

Over  the  past  few  decades,  consumption  of  petroleum  products  has  increased 
steadily,  with  over  60  percent  of  this  energy  now  used  for  transportation.   The 
use  of  motor  gasoline  constitutes  the  largest  share  of  the  demand  for  petroleum 
in  Montana,  accounting  for  over  65  percent  of  transportation  energy  use,  and 
over  40  percent  of  total  demand  for  petroleum  products  in  the  state  in  1974. 
The  use  of  motor  gasoline  has  grown,  fairly  steadily, at  an  average  annual  growth 
rate  of  close  to  3  percent  since  1950.   Consumption  of  distillate  fuel  oils  and 
residual  fuel  oils  has  varied  widely  over  the  past  25  years,  with  the  use  of  dis- 
tillates generally  increasing  while  the  use  of  residuals  has  been  generally 
decreasing. 


Natural  Gas 

Known  reserves  of  natural  gas  in  Montana  are  located  predominantly  in 
the  eastern  and  north  central  portions  of  the  state.   The  American  Gas  Associa- 
tion estimates  that  as  of  December  31,  1975,  total  proven  recoverable  reserves 
of  natural  gas,  including  storage  in  Montana,  were  929.986  billion  cubic  feet 
(bcf ) .   At  the  1975  level  of  production  and  net  withdrawal  from  storage  of 
53.5  bcf,  these  known  reserves  would  be  depleted  in  17  years.   Recent  discoveries 
of  deep  gas  in  the  disturbed  belt  along  the  Rocky  Mountains  in  Wyoming  coupled 
with  recurring  rhetoric  favoring  Federal  Power  Commission  deregulation  of  inter- 
state gas  prices  (which  should  provide  more  incentive  for  exploration  and  pro- 
duction) give  some  cause  for  hope  that  additional  reserves  will  be  discovered 
and  brought  into  production.   However,  there  is  no  mechanism  for  locking  new 
finds  into  exclusive  use  in  Montana,  so  that  a  major  new  discovery  could  make 
Montana  a  large  exporter  of  natural  gas. 

These  factors,  in  addition  to  recent  cutbacks  in  imports  of  natural  gas 
from  Canada,  have  caused  great  uncertainty  and  concern  for  the  state's  natural 
gas  supply.   Consumers  in  Montana  depend  heavily  on  imports  of  natural  gas.   The 
state  is  particularly  dependent  on  Canada,  and  to  a  lesser  degree  on  Wyoming  and 
North  Dakota,  for  its  gas  supply. 

The  state  is  served  by  two  major  utilities:   the  Montana  Power  Company 
(MPC)  which  provides  about  64  percent  of  total  natural  gas  sales  directly  to  the 
western  two-thirds  of  the  state,  with  an  additional  9  percent  of  total  sales  dis- 
tributed through  other  utilities;  and  Montana-Dakota  Utilities  which  provides  ser- 
vice to  the  remaining  one-third  of  the  state,  with  about  26  percent  of  total 
Montana  natural  gas  sales.   In  addition,  nine  other  utilities  distribute  gas  in 
Montana.   Northern  Natural  Gas  Company,  since  1972,  has  been  exporting  gas  pro- 
duced in  the  Tiger  Ridge  area  of  Hill  and  Blaine  Counties  to  Minnesota. 

The  import  of  Canadian  natural  gas  to  Montana  began  in  1952,  increased 
steadily  to  an  annual  maximum  of  50  bcf  in  1973,  and  has  decreased  since  to  42.2 
bcf  in  1975.   Since  1973,  the  Canadian  National  Energy  Board  has  set  maximum 
annual  natural  gas  export  volumes.   These  quotas  are  reviewed  each  year,  and 
have  been  steadily  reduced.   The  most  recent  export  authorization  for  the  Montana 
Power  Company  is  34.2  bcf  from  May  1976  to  May  1977.   Canadian  natural  gas  is 
extremely  important  to  the  MPC  system,  accounting  for  about  73  percent  of  their 
total  sales  in  1975  (including  sales  for  resale,  excluding  inputs  from  storage 
facilities).   In  response  to  Canadian  export  limitations,  production  of  natural 
gas  in  Montana  by  the  Montana  Power  Company  has  increased  to  almost  15  bcf  during 
1975,   An  additional  65  bcf  of  gas  reserves  will  begin  to  supply  the  MCP  system 
with  about  6  bcf  per  year,  with  the  completion  of  the  Lone  Star  pipeline  in  the 
Fall  of  1976. 

Montana-Dakota  Utilities  (MDU)  draws  on  the  natural  gas  resources  of 
North  Dakota,  South  Dakota,  Wyoming  and  Montana  for  delivery  in  those  states. 
Wyoming  is  both  the  largest  producer  and  smallest  consumer  of  gas  in  the  system; 
inputs  of  natural  gas  from  South  Dakota  are  negligible.   On  a  net  basis  within 


the  MDU  system,  Montana  contributed  almost  as  much  as  was  consumed  in  the  state 
for  this  time  period.   However,  this  does  not  reflect  the  degree  to  which  Montana- 
produced  gas  moves  out  of  state  within  the  system,  and  is,  in  turn,  replaced 
primarily  by  gas  from  Wyoming.   Montana's  substantial  share  of  total  system  pro- 
duction is  particularly  due  to  the  large  underground  natural  gas  storage  area  in 
the  Baker  field  of  eastern  Montana.   This  storage  facility  has  been  very  important 
to  the  MDU  system,  allowing  winter  peak  demands  to  be  met  by  stored  gas  with  the 
storage  replenished  during  lower  summer  demanas.   However,  since  1972  a  net  annual 
withdrawal  of  gas  from  storage  has  occurred,  which  if  continued  may  soon  begin  to 
place  a  strain  on  the  system's  ability  to  meet  demand. 

Production  of  natural  gas  in  Montana,  excluding  Tiger  Ridge  production 
dedicated  to  export,  declined  at  an  average  rate  of  5  percent  per  year  from  1970 
to  1975. 

Natural  gas  consumption  has  increased  significantly  over  the  past  two 
decades  in  Montana.   The  industrial  sector  has  shown  the  fastest  growth  in  gas 
use,  and  is  the  largest  and  most  variable  consuming  class.   About  76  percent  of 
industrial  gas  use  is  within  the  Montana  Power  Company  system,  and  is  heavily 
concentrated  in  a  very  few  industries. 

Prices  to  utilities  for  natural  gas  have  increased  dramatically  in  the 
past  two  years,  particularly  within  the  Montana  Power  Company  system.   This  is 
primarily  due  to  increases  in  the  import  price  of  Canadian  gas.   Since  July  1, 
1974,  prices  for  Canadian  natural  gas  have  increased  from  33  cents  per  thousand 
cubic  feet  (mcf)  to  $1.60  per  mcf.   Recent  announcements  indicate  that  these 
prices  will  increase  to  $1.80  per  mcf  in  September  1976  and  then  to  $1.94  per 
mcf  in  January  1977.   For  comparison,  recent  contracts  for  purchases  of  Montana 
gas  production  have  been  made  for  about  $0.85  per  mcf.   The  price  established 
by  the  Federal  Power  Commission  for  interstate  sales  of  recently  developed  natural 
gas  has  been  raised  from  $0.52  per  mcf  to  $1.42  per  mcf  (this  increase  has  been 
temporarily  set  aside  by  court  action).   The  expected  conversion  from  natural 
gas  to  alternative  fuels  by  several  Montana  industries  will  have  a  noticeable 
effect  on  Montana  consumption.   Conversion  to  coal  by  Great  Western  Sugar  and 
Ideal  Cement  will  save  about  0.9  bcf  and  2  bcf  per  year,  respectively,  and  the 
use  of  electricity  in  the  Anaconda  copper  smelter  will  also  save  over  2.5  bcf 
per  year.   In  spite  of  this,  Montana-Dakota  Utilities  has  requested  the 
authority  from  the  Federal  Power  Commission  to  curtail  gas  deliveries  to  indus- 
tries during  the  1976-1977  heating  season  by  as  much  as  22  percent. 


Coal 

Montana  is  underlain  by  massive  amounts  of  easily  strlppable,  low  sulfur 
coal.   The  Montana  Burea  of  Mines  and  Geology  estimates  the  existence  of  50 
billion-plus  tons  of  strippable  lignite  and  subbituminous  coal  under  overburden 


of  300  feet  or  less,  in  only  a  part  of  eastern  Montana.   The  total  demonstrated 
reserve  base  of  Montana  coal  is  estimated  to  be  108  billion  tons,  accounting  for 
over  25  percent  of  known  coal  reserves  in  the  United  States.   Even  more  important, 
strippable,  low  sulfur  coal  reserves  in  Montana,  those  containing  less  than  1 
percent  sulfur  by  weight  and  lying  under  generally  less  than  120  feet  of  over- 
burden, are  estimated  by  the  United  States  Bureau  of  Mines  to  amount  to  over  38 
billion  tons,  or  more  than  half  of  the  nation's  strippable,  low  sulfur  reserves 
of  coal.   These  reserves  would  last  thousands  of  years  at  current  production  rates. 
Montana's  low  sulfur  reserves  are  estimated  to  be  greater  than  those  of  all  other 
states  combined. 

Clearly,  coal  will  continue  to  have  a  dominant  role  in  the  energy  picture 
in  Montana.   Much  of  the  nation  will  look  to  Montana's  coal  as  a  major  energy 
source  as  other  fossil  fuels  become  scarce,  and  as  environmental  constraints 
encourage  the  use  of  low  sulfur  coal,  which  is  produced  more  economically  from 
western  strip  mines  than  from  the  deep  reserves  of  eastern  states.   Virtually 
all  of  the  state's  production  is  exported  (9A  percent  in  1975),  principally  for 
electric  generation  in  the  Midwest.   Even  so,  a  very  small  amount  of  coal,  about 
50,000  tons  in  1975,  continues  to  be  imported  to  Montana  from  Wyoming,  Colorado 
and  Utah  for  use  by  a  few  industries.   Most  of  the  coal  consumed  in  the  state  is 
for  electric  power  generation  in  eastern  Montana.   Consumption  of  coal  in  Montana 
is  expected  to  increase  substantially,  as  new  coal-fired  generating  plants  come 
on  line,  and  as  several  Montana  industries  complete  their  efforts  to  convert  from 
the  use  of  natural  gas  to  coal. 


Electricity 

Development  of  Montana's  rivers  has  given  the  state  a  substantial  hydro- 
electric capability.   Total  generating  capacity  in  Montana  is  now  2,909  megawatts 
(MW) ,  of  which  1,879  MW,  or  65  percent,  are  hydroelectric  (including  Colstrip 
Units  I  and  II).   Significant  additions  to  this  generating  capacity  are  planned 
or  proposed.   These  include  Libby  Units  5  through  8  and  the  Libby  reregulating 
dam,  which  together  will  add  466  MW  of  hydroelectric  power,  and  Colstrip  Units 
III  and  IV,  which  will  add  1,400  MW  of  coal-fired  generating  capacity  (about  30 
percent  of  Colstrip  Units  III  and  IV  will  be  available  to  Montana  utilities). 
This  additional  power  would  appear  to  assure  that  the  state's  intermediate- 
term  needs  will  be  satisfied. 

The  generation  of  electricity  has  been  dominated  by  hydroelectric  genera- 
tion.  Only  recently  with  the  development  at  Colstrip  has  coal-fired  generation 
begun  to  play  a  major  role  in  Montana  power  production.   With  the  extensive  private 
and  public  hydroelectric  network,  Montana  has  long  produced  more  electricity  on 
an  annual  basis  than  has  been  consumed  in  the  state.   Due  to  varying  peak  demands 
within  the  region,  however,  significant  interchanges  of  electric  power  with  other 
states  do  occur. 

All  consuming  sectors  have  shown  a  steady  increase  in  their  use  of  electric- 
ity, with  industry  being  both  the  largest  and  the  most  variable  user.   In  1975, 
residential  and  commercial  use  accounted  for  almost  40  percent  of  the  total,  with 
industrial  consumption  reaching  nearly  60  percent.   Well  over  half  of  the  industrial 


use  is  in  the  primary  metals  industry  which  includes  an  aluminum  plant  at  Columbia 
Falls  and  a  copper  smelter  at  Anaconda.   The  copper  smelter  is  well  underway  in  a 
project  to  replace  its  natural  gas-fired  furnaces  with  a  new  electric  furnace, 
which  will  substantially  increase  its  use  of  electricity.   Prices  for  electricity 
have  been  relatively  stable  in  Montana,  and  well  below  the  national  average, 
principally  due  to  the  state's  abundant  hydroelectric  power.   Recently,  though, 
deflated  average  annual  prices  for  electricity  in  the  nation  have  begun  to  rise 
for  the  first  time  since  1946.   This  trend  also  is  apparent  in  Montana,  and  can 
be  expected  to  continue,  as  the  new  coal-fired  generating  plants  increase  their 
share  of  total  electricity  produced. 


Other  Energy  Sources 

There  have  been  no  discoveries  of  commercial  quality  uranium  ore  in  Montana. 
Adoption  of  solution  mining  techniques  for  development  of  uranium  ores  may  change 
the  definition  of  "commercial  quality"  ore.   Should  this  occur,  uranium  deposits 
in  Montana  could  be  considered  suitable  for  development.   According  to  the  Montana 
Bureau  of  Mines  and  Geology,  likely  areas  for  discovery  of  exploitable  uranium 
ore  in  Montana  lie  within  the  Big  Hole  drainage,  the  Ruby  Valley  and  the  Carbon 
County  quadrant  in  eastern  Montana.   Some  quantities  of  pitchblende  have  been 
noted  in  northwestern  Montana  near  the  Idaho  border. 


Unfortunately,  no  complete  data  exist  to  document  the  direct  use  of 
able  energy  sources  in  Montana,  most  notably  wood,  wind  and  solar  power.   Certainly, 
not  too  many  years  past,  wood  provided  a  significant  share  of  energy  consumed  in 
the  state.   Recent  increases  in  the  prices  of  nonrenewable  energy  sources  appear 
to  have  brought  many  people  back  to  this  abundant,  low-cost  fuel.   Also,  within 
the  wood  products  industries  in  Montana,  wood  residues  supply  an  increasing  share 
of  energy  consumption.   Several  experimental  projects  designed  to  make  direct 
utilization  of  wind  and  solar  power  are  underway  in  the  state,  which  may,  in  the 
near  future,  indicate  that  these  renewable  energy  sources  can  provide  alterna- 
tives for  Montanans. 
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INTRODUCTION 

To  a  considerable  degree,  the  discussion  concerning  Montana's  growth 
during  the  last  several  years  has  too  frequently  been  characterized  as  either 
pro-developraent/anti-environment  or  anti-development/pro-environment.   For 
many  people  this  situation  presents  a  dilemma  —  maintaining  Montana's  clean 
air,  water,  and  open  spaces,  while  desiring  the  opportunities  they  perceive 
in  economic  growth.   There  are  indeed  complex  trade-offs  involved,  but  we 
must  not  be  led  into  submission  to  the  philosophies  of  either  the  doomsday 
environmentalists  or  the  "no  holds  barred"  developers.   Since  Montanans  are 
not  well  represented  by  either  extreme,  we  must  chart  our  own  economic  future. 
The  basic  question  is  really  one  of  what  is  desired  for  whom. 

Montana  is  no  longer  a  remote  island  in  a  sea  of  plenty.   Beset  with 
a  global  food  and  energy  crisis,  shortages  of  water,  rapid  population  growth, 
and  rapid  depletion  of  fossil  fuels,  both  the  nation  and  world  are  exerting 
new  and  significant  demands  on  Montana's  agricultural  and  energy  resources. 
This  increased  importance  of  Montana  resources  offers  us  a  new  opportunity 
to  assess  the  future  we  desire,  and  dictates  that  a  coordinated  effort 
throughout  government  and  the  private  sector  be  made  to  realize  that  future. 

Any  growth  policy  should  be  based  on  a  realistic  view  of  the  role  of 
government.   Unlike  the  federal  government,  state  government  does  not  possess 
the  policy  and  programming  tools  necessary  to  effect  short-term  changes  in 
its  economy.   This  fact  must  be  accepted  and  state  growth  and  development 
activities  must  reflect  concerted  efforts  to  shape  those  long-term  factors 
that  can  insure  the  existence  of  adequate  employment  opportunities. 

Economic  development  and  environmental  management  policies  must  be 
formulated  within  a  specified  aggregate  growth  goal  framework.   Simply  stated, 
the  policy  of  Montana  is  to  assist  in  the  creation  of  job  ppportunities  at  a 
rate  sufficient  to  provide  employment  for  all  Montanans.   Should  growth  occur 
at  a  faster  rate,  it  must  be  managed  in  a  manner  which  maintains  the  levels  of 
environmental  and  social  qualities  desired  by  the  people  of  this  state.   We 
must  identify  areas  suitable  for  increased  economic  growth  and  activity,  taking 
into  consideration  the  existing  economic  base,  availability  of  materials  and 
energy,  labor  market  factors,  transportation,  existing  market  demand,  and 
pollution  control  requirements.   Economic  growth  and  activity  will  be  en- 
couraged in  those  areas  that  possess  underutilized  human  and  natural  resource 
capabilities  and  are  desirous  of  increased  growth  and  activity.   Many  local 
economies  within  Montana  have  suffered  stagnation  and  decline  as  a  result  of 
resource  depletion  and  technological  change.   Rebuilding  these  economies  and 
renewing  local  community  resources  is  a  prerequisite  of  the  future  growth  of 
Montana. 


■^    Increased  attention  must  be  devoted  to  reconciling  the  skills  of 
Montana  workers  with  the  requirements  of  jobs  created.   Potential  new  industries 
must  be  examined  in  terms  of  existing  occupational  skills.   This  policy  dictates 
selective  lob  creation  as  well  as  refined  occupational  training.   Job  creation 
must  further  be  examined  in  terms  of  the  level  and  the  variability  of  the  in- 
comes provided.   Industrial  recruitment  efforts  should  attempt  to  provide 
additional  stability  to  the  economic  base  of  the  state. 

Economic  development  programs  must  be  created  in  an  atmosphere  of 
reality.   Factors  within  state  control  —  taxes  and  environmental  regulations  — 
usually  rank  far  down  the  list  in  the  minds  of  managers  making  plant  location 
and  expansion  decisions.   More  important  factors  are  those  that  have  a  greater 
impact  on  profits:   resource  availability,  accessibility  to  markets,  and  trans- 
portation rate  structures.   The  recent  increase  in  the  demand  for  Montana's 
agricultural  and  energy  resources  changes  our  comparative  advantage  in  light 
of  these  factors,  and  we  must  dedicate  our  efforts  toward  realistic  development 
opportunities  which  build  upon  these  advantages. 

AGRICULTURE 


Montana's  economy  is  primarily  resource  based:  the  dominant  and  most 
sustainable  basic  economic  sector  is  agriculture.   This  fact  suggests  several 
actions.   First,  we  must  take  effective  steps  to  preserve  our  agricultural 
land  base.   This  will  require  fresh  initiatives  in  the  area  of  land  use 
planning  to  overcome  the  objections  that  have  frustrated  previous  legislative 
proposals. 

Second,  we  must  take  a  hard  look  at  the  potential  for  additional  crop 
production  through  increased  irrigation.   We  must  examine  the  factors  that 
might  favorably  influence  investment  decisions  in  irrigation  systems.   In- 
creased irrigation  will  require  greater  emphasis  on  water  resource  planning 
to  reconcile  the  many  competing  claims  for  Montana's  water  resource.   It 
must  be  recognized  that  some  forms  of  agricultural  expansion  are  highly  energy 
intensive.   We  must  carefully  monitor  the  application  of  such  technologies  in 
light  of  diminishing  supplies  of  energy,  increased  energy  costs,  and  a  lack 
of  stable  prices  for  agricultural  commodities. 

Third,  with  Americans  seeking  alternatives  to  beef  as  a  source  of 
protein  in  their  diets,  and  with  wool  becoming  more  competitive  compared  to 
petroleum  based,  synthetic  fibers,  sheep  production  should  be  increasing. 
Montana  sheep  production,  however,  has  declined  from  1.5  million  in  1963  to 
650,000  in  1975,  largely  as  a  result  of  decreasing  effectiveness  of  available 
predator  control  measures.   Livestock  losses  from  predation  and  disease  must 
be  the  focus  of  new  attention. 

Fourth,  a  review  of  agricultural  technology  should  be  completed  and 
marketing  opportunities  (especially  international)  should  be  examined.   Greater 
emphasis  should  be  placed  on  expanding  overseas  markets  for  Montana's  agri- 
cultural commodities.   Montana  State  University,  the  Montana  International 
Trade  Commission,  the  Western  Wheat  Associates,  and  the  Old  West  Regional 
Commission  are  resources  that  can  stinplement  the  Departments  of  Community 
Affairs,  Agriculture,  and  Livestock  in  this  endeavor. 


.x^  Finally,  we  must  recognize  that  exnansion  of  agriculture  will  require 
that  some  other  industrial  opportunities  must  be  foregone.  Massive  energy  and 
minerals  development  and  conversion  activities  may  be  incompatible  with  agri- 
culture when  the  two  are  in  close  proximity.  In  many  cases,  a  choice  must  be 
made  between  agriculture  and  energy  and  minerals  development  activities  where 
the  proposed  site  for  development  has  high  agricultural  potential. 

ENERGY 

National  and  international  pressures  are  causing  a  shift  in  United  States 
energy  consumption  patterns  away  from  oil  and  gas  and  back  to  coal.   These 
pressures  are  well  known:   diminishing  supplies  and  increasing  costs  of  oil 
and  natural  gas-  instability  of  foreign  petroleum  supplies;  high  capital  costs 
of  electrical  generating  facilities;  and  federal  government  policies  which  stress 
the  substitution  of  secure,  low-cost,  domestic  coal  for  insecure,  high-cost, 
foreign  oil.   Additional  constraints,  particularly  air  quality  considerations 
around  major  industrial  and  population  centers,  make  it  probable  that  new  coal 
development  activity  will  take  place  in  Montana,  which  has  large  supplies  of 
clean  burning,  low  sulfur  coal. 

Because  of  the  magnitude  of  the  demand  for  increased  coal  resources 
and  Montana's  supply  capability,  it  is  important  that  a  plan  be  developed 
which  will  provide  guidance  for  the  development  and  utilization  of  Montana's 
reserves.   The  state  has  met  and  will  continue  to  meet  its  obligation  as  part 
of  the  nation  by  contributing  its  share  toward  maintaining  a  satisfactory 
standard  of  living  for  all  Americans.   However,  we  must  be  certain  that  a 
satisfactory  standard  is  both  reasonable  and  prudent  in  view  of  diminishing 
supplies  of  energy  and  raw  materials,  worldwide.   Moreover,  a  detailed 
assessment  of  the  state's  o\-m  needs  -  in  terms  of  energy,  the  economy,  and 
the  environment  -  must  receive  primary  consideration  in  the  growth  and 
development  of  state  energy  resources. 

Declining  Canadian  natural  gas  exports  to  the  state,  and  dramatically 
increasing  costs  of  gas  supplies  available,  provide  a  major  stimulus  to  energy 
and  growth  planning  in  Montana.   Our  most  immediate  response  to  natural  gas 
shortages  must  include  a  strong  conservation  effort  coupled  with  conversion 
to  alternative  energy  sources.   In  the  long  run,  it  is  unlikely  that  adequate 
conventional  supplies  of  energy  will  be  found.   Renewable  forms  of  energy  such 
as  solar,  wind,  hydropower  and  biomass  must  be  pursued  as  interim  solutions 
to  energy  shortages.   Magnetohydrodynamics  (MHD)  and  synthetic  production  of 
natural  gas  merit  examination.   The  needs  of  Montanans  are  paramount,  and  the 
state's  future  energy  development  must  be  specially  tailored  to  meet  the  needs 
of  the  state  and  its  people. 

It  should  be  noted  that  there  are  many  potential  conflicts  —  particularly 
demands  on  water  and  air  quality  —  implicit  in  the  agricultural  and  energy 
development  opportunities  cited  above.   In  considering  the  trade-offs  involved 
in  any  resource  development  proposal,  a  balance  must  be  sought  between  non- 
renewable and  depletablc  resources  such  as  fossil  fuels,  particularly  coal, 
and  the  renewable  resources  such  as  forests,  water,  wildlife  and  agriculture. 
When  potential  conflicts  arise  we  must  bear  in  mind  that  renewable  resources 


can  fep?" managed  under  a  concept  of  stewardship  to  produce  a  sustained  yield  for 
future  generations  -  nonrenewable  resources  often  cannot. 

ENVIRONMENT 

A  third  major  resource  in  Montana  is  the  quality  of  the  environment. 
One  need  not  wander  far  from  our  borders  to  realize  that  clear  water,  clean 
air,  open  spaces  and  an  abundance  of  fish  and  game  are  no  longer  readily 
available  to  the  majority  of  Americans.   Many  Montanans  have  chosen  to  accept 
a  portion  of  their  paychecks  in  the  intangible  form  of  a  unique  way  of  life 
conditioned  by  superb  natural  surroundings.   Hunting,  fishing,  hiking,  camping 
and  skiing  are  an  integral  part  of  Montana's  social  and  recreational  life. 
Not  only  will  the  value  of  Montana's  environment  grow  in  relative  importance, 
but  its  uniqueness  will  increasingly  olay  a  larger  part  in  the  state's  capacity 
to  grow  as  outsiders  seek  to  share  in  Montana's  amenities.   We  must  therefore 
guard  against  the  so  called  "Oregon  effect",  where  environmental  and  growth 
policies  have  attracted  national  attention  and  resulted  in  accelerated  growth, 
just  the  opposite  of  the  desired  result.   In  applying  the  what  and  for  whom 
questions  to  the  environment,  we  must  extend  our  thinking  beyond  the  brief 
time  frame  traditionally  used  for  economic  analysis  to  the  time  horizon  of 
future  generations. 

The  environment  is  a  public  good  belonging  to  all  citizens,  now  and  in 
the  future.   It  is  erroneous  to  expect  any  form  of  adequate  private  market 
solution  to  the  provision  of  environmental  quality  when  the  environment  is  not 
privately  owned.   It  is  the  public  nature  of  the  environment  that  requires 
state  government  to  serve  as  the  guardian  of  environmental  quality  in  accordance 
with  the  desires  of  the  citizenry. 

The  complex  and  dynamic  interrelationships  which  exist  among  state  govern- 
ment activities,  the  economy,  and  the  environment  must  be  thoroughly  analyzed. 
Montana  must  develop  integrated  policies  and  programs  within  a  growth  planning 
framework.  We  have  recently  enacted  legislation  which  will  facilitate  pro- 
tection of  the  environment.  In  the  days  ahead  tradeoffs  will  be  required  and 
difficult  decisions  will  be  made,  but  if  alternatives  are  continually  analyzed 
within  the  context  of  the  what  and  for  whom  benchmark,  the  overall  welfare  of 
our  people  will  be  enhanced. 

POPULATION 


In  the  typical  sense  Montana  does  not  have  a  population  problem. 
Numbering  some  748,000  persons,  Montana  is  one  of  the  most  sparsely  populated 
states  in  the  nation.   Montana,  unlike  some  other  western  states,  has  not 
experienced  large  influxes  of  newcomers  and,  until  1970,  the  number  of  people 
leaving  the  state  exceeded  those  entering.   Montana's  historic  pattern  of 
outraigration  has  troubled  many,  since  those  who  migrate  have  been  predominantly 
young  adults,   However,  the  image  of  migration  is  often  distorted  and  predicated 
upon  the  image  of  a  family  torn  apart  as  the  young  leave  in  search  of  jobs.   In 


factfrnif^ration  is  a  natural,  socially  acceptable,  and  socially  beneficial 
phenomenon.   In  the  United  States,  leaving  home  is  part  of  growing  up.   Every- 
where, young  people,  especially  those  between  the  ages  20-35  years  are  mobile. 
Montana's  young  adults  are  not  unique  in  this  respect. 

Since  1970,  Montana's  rate  of  job  creation  and  population  growth  has 
accelerated  and  now  matches  or  exceeds  national  averages.   The  state  is  growing 
at  a  pace  consistent  with  its  natural  rate  of  expansion  and  the  Montana  economy 
is  providing  the  necessary  opportunities  for  those  individuals  who  wish  to  stay. 
A  prudent  balance  between  environmental  protection  and  economic  development  is 
expressed  in  a  natural  rate  of  population  gro./th.   Montana  shall  strive  to 
continue  this  balance  in  the  future. 


SUMMARY 


In  summary,  several  points  bear  reiteration.   First,  it  must  be  recognized 
that  Montana's  economy  is  dominated  by  industries  which  use  the  state's  natural 
resources.   Agriculture,  forestry,  and  minerals  and  fuels  extraction  and  pro- 
cessing comprise  the  largest  share  of  Montana's  economic  base.   Growth  in  these 
industries  is  influenced  by  factors  largely  beyond  the  control  of  the  state. 
National  and  world  markets  for  fuels,  ores  and  refined  metals,  food  products 
and  construction  materials,  and  the  systems  for  transporting  those  products 
are  in  principal  determinants  of  growth  in  Montana's  economy. 

Second,  any  growth  policy  for  Montana  must  operate  within  those  external 
constraints  to  maximize  the  economic  choices  and  benefits  available  to  the  state 
and  its  citizens.   State  programs  to  stimulate  economic  growth  are  relatively 
unproductive  when  raw  materials,  markets,  transportation  systems,  and  labor 
are  not  available  in  the  proper  mix.   In  the  past  Montana  has  been  essentially 
a  resource  extractive  economy.   This  is  not  to  suggest  that  economic  growth 
is  not  possible  in  Montana,  but  to  point  out  the  boundaries  within  which  the 
future  growth  in  Montana's  economy  is  most  likely  to  occur,   Montana  citizens 
must  re-examine  their  traditional  methods  of  earning  a  livelihood  to  determine 
how  Montana  can  achieve  an  optimal  economic  future  for  its  citizenry  for  this 
and  future  generations.   Short-tern  growth  at  long-term  expense  is  a  hollow 
unproductive  path. 

Third,  Montanans  must  recognize  that  contradictions  exist  among  growth 
goals.   Our  constitutional  right  to  a  clean  and  healthful  environment  will  pose 
limits  to  some,  if  not  all,  forms  of  development  within  the  state.   Similarly, 
we  cannot  have  simultaneous  growth  in  agriculture,  mining,  energy  conversion, 
timber  industries  and  recreation-tourism  without  carefully  limiting  and  siting 
those  activities.   We  must  assess  the  compatibility  of  economic  growth  with  the 
other  social  values  we  cherish.   We  must  accept  the  fact  that  both  costs  and 
benefits  will  result  from  any  growth  alternative  pursued.   Proper  analyses  of 
growth  alternatives  demands  that  both  costs  and  benefits  be  identified  and 
assessed.   The  process  of  balancing  and  setting  priorities  for  our  state  growth 
goals  is  a  difficult  but  necessary  process.   The  process  also  is  inherently 
subjective  and,  for  this  reason,  must  be  pursued  with  significant  public  input. 


^    Finally,  any  Montana  growth  policy  must  be  developed  with  full 
recognition  of  the  role  energy  and  energy  development  will  play.   Much  of 
Montana's  economic  growth  in  the  near  future  will  be  stimulated  by  energy 
development.   Furthermore,  many  forms  of  economic  growth  will  require 
increased  consumption  of  energy.   Both  increased  energy  consumption  and 
increased  growth  in  energy  development  have  and  will  continue  to  impose 
costs  to  existing  economic  activities  and  to  social  and  environmental  values. 
Again,  Montanans  must  continually  decide  how  much  and  what  kinds  of  growth 
are  compatible  with  other  values. 


^ 


